o

@,Rw"/

OMB APPROVAL
OMB Number: 3235-0123
/ \ﬁ” SECURITIES AND EXCRANGE COMMI Bxpires: September 30, 1998
GE CO SSION Estimated average burden
: % RECE\VED\O ) Washington, D.C. 20549 hours per response . . . 12.00
/de' RN :
: // T asan > yANNUAL AUDITED REPORT SEC FILE NUMBER
LA MAR | / FORM X-17A-5 8 33559
PART Ili
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Informatnon 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 1/1/03 AND ENDING 12/31/03
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Phase II Financial, Ltd.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) PR
' 125 Broad Street
(No. and Street)
New York NY 4 10004
(City) (State) Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Albert G. Lowenthal (212) 668-5782

{Arca Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinioni is contained in this Report* -
Sullivan, Bleakley & Company, LLP

(Name — if individual, state last, first, middle name)

116 W. Baltimore Avenue Media PA 19063
(Address) (City) {State) Zip Code)
CHECK ONE:

& Certified Public Accountant

O Public Accountant ﬁQCESSEQ

U0 Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY /. AT '
T 3 )
’ . m |

! b

" *Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

91 potel_ninl persons who are to respond to the collection of information
SEC 1410 (3-9 ) contained in this form ore not required to respond unless the form displans



OATH OR AFFIRMATION

Albert G. Lowenthal

1, swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Phase II Financial, Ltd. as of

December 31 2003 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 account classified soley as that of
a customer, except as follows:

/ /

/! (

AL G. Sgnamwr  Lowenthal
/7 P General Partner
/ _ / %/// | -
EVELYN BUKCHIN, ESQ.
/ﬂ///v/%”fm Pic —ROTARY PUBLIC, State of New York
/N No. 02BU6077816

" Qualified in Kings County
Commission Expires July 15,2006

This report** contains (check all applicable boxes):

® (a) Facing page.

X (b) Statement of Financial Condition.

® (c) Statement of Income (Loss). |

. (d) Statement of Changes in Financial Condition.

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

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

@ (g) Computation of Net Capital

& (b) 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.

(G 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

&K (1) An Oath or Affirmation.

N/A O (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.

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



TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDOENT PUBLIC ACCOUNTANT whose opinion is contained in this Report
NAME (If Individual, state iast, first, midple name)
Sullivan, Bleakley & Company, LLP

=1
ADDRESS
116 W. Baltimore Avenue Media ' 19
° ] = " A
| Number and Street City State Zip Caae

CHECK ONE

(8 Cenilied Public Accountant @ FOR SEC USE

O Public Accountant ETE

[ Accountam not resident in United States @

or any of N3 poSSessions

0O NOT WRITE UNDER THIS UNE ... FOR SEC USE ONLY

WORK LOCATION REPQRT DATE 0OC. SEQ. NO. CARD
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SULLIVAN, BLEAKLEY & COMPANY, LLP
C’sztifia&[ Public %ccountants

JOSEPH M. SULLIVAN, CPA 116 W. BALTIMORE AVENUE
RALPH E. BLEAKLEY, CPA MEDIA, PA 19063
MEMBERS (610) 565-8810
PENNA. INSTITUTE OF CPAS FAX (610) 565-6074
AMERICAN INSTITUTE OF CPAS . Email: ebccpa@bigplanet.com

February 11, 2004

To the Partners of
Phase II Financial, Ltd.
New York, New York

We have audited the accompanying Statement of Financial Condition of Phase II
Financial, Ltd. as of December 31, 2003 and the related Statements of Income and Expense,
Ownership Equity and Statement of Cash Flows for the year then ended. 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 generally accepted auditing standards
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 Phase II Financial, Ltd. as of December 31, 2003, and the
results of its operations and its cash flows for the year then ended in conformity with
generally accepted accounting principles accepted in the United States of America.

Respectfully submitted,

Sullivan, Bleaktey & Company, LLD



FORM (Financial and Operational Combined Uniform Single Report)
3/78 (Please read instructions before preparing Form.)
This report is being filed pursuant to (Check Applicable Block(sr_
1) Rule 17e-5(a) [ X ]16 ] 2) Rule 17a-5(b) DE 3) Rule 17a-11 [:E]
4) Special request by designated examining authority 5} Other
NAME OF BROKER-DEALER SEC FILE NO.
8-33559 [14]
. . : FIRM 1D. NO.
Phase II Financial, Ltd. %]
Do Not Use P.O. Box NoJ | 16249 [1s]
ADDRESS OF PRINCIPAL PLACE OF BUSINESS (Do Not Use P.O. Box No) FOR PERIOD BEGINNING W70 vY.
125 Broad Street - [20] 1/1/2003 o]
(No. and Streel) AND ENDING (MM/DD/YY)
New York 0 NY z7] 10004 =+ 12/31/2003 [z
R (City) (State) (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON 10 CONTACT IN REGARD TO THIS REPORT  (Area Code)~Telephone No.
Albert G. Lowenthal, General Partner [30) (212) 668-5782 (31 ]
NAME(S) OF SUBS!DIARIES OR AFFILIATES CONSO-IDATED IN THIS REPORT: OFFICIAL USE
32 33
34 3s
36 a7
38 3
- —_  DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES no K Te1)
| ' CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT X Tz )
EXECUTION:

WORKING COPY

The registrant/broker or dealer submitting this Form and its attachments and the person(s)

by whom it is executed represent hereby that all information contained therein is true,
correct and complete. it is understood that all required items, statements. and schedules
are considered integral parts of this Form and that the submission of any amendment
represents that all unamended items, statements and schedules remain true, correct and
complete as previously submitted.
Dated the ny ~_ day of /’(éf/l/’vj w Y
Manual signatur%\\/\ 7 f
1 :
Principal Executive Qfficer or Managing Partner
2)
Principal Financial Off:cer or Partner
3)

Principal Operations Officer or Partner

ATTENTION—Inlentionz! missta‘e Ten's or omissions of tacts constitute
Federal Criminal Violations. (See 18 U.S.C. 1001 'ang 15 U.S.C. 78:1(a)}




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

10.

n.
12.

17786

CERTAIN OTHER BROKERS OR DEALERS

=« of (MM/DD/YY)

PART (tA
BROKER OR DEALER Phase II Financial, Ltd. N 3 (oo )
v
. : RSN EEE]
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND

12/31/2003 (99 )

sec FiLE no._8=33559 98
ASSETS Consolidated l 198
Unconsolidsted [ ] 199
Allowable Non-Allowsb\s Toul
Coth e s 250 rzo0) s 250 739
Receivables from brokers or dealen: )
A. Clearsnce 3cCoUnt. . ... .cinn.va. .. ! 3 ’901 } 744 95 .
B Other. ...viie it ienes 300 ($ 550 3 ) 901 ) 744 810
Receivabies from non-customers. .. ........ 355 94 | s00 |7 94 830
Securities and spot commodiues
owned, at markel value:
A. Exempied secunties . ... ... ui e 418
B, Debisecuritios. . ... o unettinnnnnnn 2,019,190 419
€. OpLONS . . e s 977515 420
D. Othercecurities . ... ... ..., [l 424
E. Spotcommodities . ... ... ... ... M 430 2 ’946 ) 705 I 850 |
Securitiet and. or other investments
not readdy marketabie:
A Atcont 15 14,621,759 [130
8. Atestimatedtarrvatue ... .. ... ...... 889357)858 I 610 ! 883357’858 ] 860 l

Securities borrowed under subordination agree-
ments and partnery’ individual and capital
securities acCounts, a1 market value:

A. Exempted
securities S

[e%]

B. Other
securites $

Secured demand notes. . . ..

470

[[8s0 ]

[[e90]

rmarket value of collateral:

A. Exempied
securities $

B. Other
securities

Membershipt in exchanges:
A. Owned, 21
market §

8. Owned, atcost  ......

C. Contributed for use of the company,

ot marketvalue . . .....

Invesirment in and receivables from

affiliates, subsidiyries and

atsociated parinerships

odq

i [

;

Property, furniture, equipment,

teasehold improvements and rights

under lease agreements, at cost-net

of accumulaiec depreci. tion

and amoruzanon. ... ..
Other assets. . ... ........
TOTAL ASSETS ....

€70 919
.............. 450 680 |¥ 920
.............. 535 735 930
.............. s 6,848,699 se0|s 88,357,952 | 1e0|s 95,206,651 | %40

Page 3

ONIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART l1A

BROKER OR DEALER

Phase II Financial, Ltd.- #s of

12/31/03

1.
14.

15.
16.

17.

18.

19.

20.

21,
22.
23.

24,
25.

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al ] Non-A.l,

Liabilities Liabilities ' _ Liabilities Total

——— —— —ee— —
Bank loanspayable. ... ..., s 1045] [1255 )98 fva70!
Payabie 10 brokers or dealers:
A. Clearance sCTOURt . . ..ot iennean. 114 1215 1560
B.0ther. .. ... y 1115 1305 1540 !
Payable to noncustomers. . .............. 1158 i 1355 1610

Securities sold not yet purchased,

st marketwalue .. ... Lo

Accounts payabile, accrued Liabilities,

expensesand other .. ................

] 1620]

7,500 [vees]

Notes snd mortgages payabie:

7,500 [1z05] [1385]

AL URBECUIEd . .o [v270] 1650
B Secured...............iiiiiiii.... FREIEDI M 11390} ¥ 1700
Liabilties syt.ordinated to claims
of generpl creditors:
A. Cashborrowings: .........cvevvnnans E_‘E‘q m
1. from oursiders » § ) 970
2. Includes equity subordination {(15¢3-1 (d})
at .... 1 3 l 980 |
B. Securiues borrowings, st market vatue:. . . e10) JTNJ
from outsiders § I—@
C. Pursuani 10 secured demand note
coliateral agreements: .. .............- l 1420 I m
1. from outniger: $ 1000
2. -lnctudes equity subordination {15¢3-1 {dl}
of ... $ [ 1010 l
0. €uchange memberships contributed for
use of company, at market value. ... ... . 1420 ‘ 1740l
£. Accounn and other borrowings not )
quatified for net capital purposes ..... .. 1220 18440 1750
TOTAL LIABILITIES ........... s /7,000 T[iz230) s 1450| 8 7,500 | 1760
Ownership Equity
SOIE DrOPIEIOTEIID . . oo o e e et e e et e e e nan s e ettt m it e e e i aa e ieas Ys 4770
Partnership llimited partnen ............ Ys_ 32,267,374 [}y 95,199,151 |1780
Corporstion: .
A PrBIRITRE S10CK . o o o o o e e e e e e e e e e 179
B. COMMON SIOCK © o oo e e e e e e e e e e e e e e e e e e 1792
€. AGGItIONA! PAID-1N CADITA! .o L o vttt vt et e it e et e e s 1793
. RETEINEG BRI MINGS . . o . o\ttt et e et e e e e e e 1794
2 T | R U UGS 1795
F. L ess CADITAI STOCK IM BPEBSUIY - « v v e e e e e e e e s e e ne e m s en e et e e e e e e e e ".( K 1796
TOTAL OWNERSHIP EQUITY « « o v v v o e e e et e e ettt e ettt et e e e s_95,199,151 {1s00
TOTAL LIABILITIES AND OWNERSHIP EQUITY L . i $ 95,206,651 1810

ONITPENNIES



FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART LA

BROKER OR DEALER Phase II Financial, Ltd. . s of

12/31/03

COMPUTATION OF NET CAPITAL

95,199,151 (5zms

1. Tota! ownershp equity from Statement of Financia! Condition. .« .. ... i .inrirrereraeannnroncsnsossnsossans $
2. Deduct ownership equity noT allowable 1or Net CoDItl . .. ... et useet e eeaeeeranaeeeennenraennnanenns M )| 3490
3. Totsl ownership equity Qualified for Net Capital c . ... ottt it eteaneroetosaoneronacsonsannansanasn 95 ) 199 ) 151 3500
4. Add:
A. Lisbititres subordinated to claims of general creditors allowable in computationof netceapital . .. ......-....-... 3520
B. Other (deductions) or stiowable credits ILI . . ... ... ..vveunnvnnneunnnn...) et aaraeaen 3525
5. Total capita! and allowable subordinated lisbititier. ... ... .. ..o iiiiieneennass P ceererens $ 9 )] 199J 151 3530
6. Oeductions and/or charges:
A. Total nonallowable assets Irom Statemeni of Financial Condition (Notes B and C) s 38,357, 952 3540
B. Secured demand NOTE OEIICIENCY o« v oo eu s e eeeeceonrnersoceennearans 3590
C. Commodity futures contracts and spot commaodities:
Droprietary CaPital CRBIQeS, . . . i vt ittt ien et anerorananansenanan 36
D. Othiv deductions anc/orcharges. . ... ......... e e e 3610 ( 88 ) 357 3 952 3620
7. Other additions and/or allowable credits (LITh . . L. . e 3630
8. Netcapital before NairCuts OR SECURINIES POSIIIONS L L . L. ittt it e ittt it ta e et en s n s e anennonsnnaas 1'0 $ 6 9 841 o 19‘? 3540
8. Haircuts ontecurities lcomputed, where applicable,
pursyant to 15¢3-1 (11}:
A Contractual 5eCUTities COMMITMENTS . . ... .t tiitneneencneenaeoannnn. s 3660
B. Subordinated securities Borrowings . . . ..ot e 3570
C. Trading and investment securities’
V. EREMPIBO SECUPILIBS . . oo ottt ettt e et e e e M 3735
2. DEOUSECUNTIEY o o oot et et e e e e 2 3 019 3 190 3733
3 DDIOMS « ettt et e e e e e, 3730
A, Other SCCUT LIRS L Lottt ittt e e e 139 o 127 3734
D. Undue CONCERTIBIION | ..\ttt et ettt e it eaar e ananneanans 3650 ‘
E. Other fLuth.......... Money Fand . ... 78 035 1373 (2,236,352 )[3700
10, NEECABIEE e et v ee e et e e et e e e e e e e e s 4,604,847 [37150
OMIT PENNIES

37t . Page 3



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A
BROKER OR DEALER Phase II Financial, Ltd. wot___12/31/03
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11, Minimum ne1 capial required 16-2/3% of tine 19) .. ... ... ......... e e et $ 500 3756 }
12. Minimum dollar net capita! requirernent of reporting broker or dealer and minimum net capits! requirement
of subs:diaries computed n accordance with Note (A} .. .. ... o ittt .. Cerereneaas ve... $ 100 ’ 000 3758
13.  Net capitsl requirement (greater of tine 1V or 12} .......... Ceeaeiaaan e s RO | 100,000 3760
14. Emcesineicapial line 10155 13) .. .. oi i iinnnnnnn et tr e e et eree e $ 4, 204 5 347 377¢C
15. Excess nercapital o1 1000% (line 10 tess 10N of line Y9} . ...ttt enne et e ys 4,604,097 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Towl Al liabihinres from Statement of Financia! Condition. ... ... ... . . i i $ 7 ) 500 1 3790,
17. Adgdgd:

A Draftsforsmmediate credit. . .. .. . e Ts I 3800 l

B. Market vatue of securities borrowed for which no equivalent

VAUE 15 DBIC OF CrediteB . . o v vt i is e vt e e e e s 3810

C. Other unrecorded amountsIListh. . ... e H 3B20 (8 ‘I 3830 !
19, TOral 30GrEGATE INOEDIEGABEE . . ..o\ttt et ittt e ettt e e e e e e e e e e e e $ 7;_500 3840
20. Percentage of aggregate indebtedness to net capital (line 18-ty bine 100, ... ... .. ... . . it iiiiniernnnenn % 0 3850
21. Percentage of debl 10 Oebi-equity tolal computed in accordance with Rule 15¢3-V (d) .. .. .o ietiininn e on. % ’ 0 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Pant B

22. 4% of combined aggregate debit iems as shown in Formuta for Reserve Reauirements punuant 1o Rute

15¢3-3 prepared as of the gate of the net capital compulation inciuding both brokers or dealers

and consohgated SubsidIaries’ GEDITS . ...t it e e e s [3870])
23. Minimum do'las net capital requireme=: of reporting broker or dealer and minimum nel capitat

requirement of subsidiaries computed in accordance with Note LAY L .. .. ... .. . iiiiniiannnnnns ,',5 N IBBO
24. Netcapiral requirement (greater 0f 1ime 22 0 231 L.t e e e s / 3760
25, Excess ne1capital (hne 10 1885 28] . . .. ..ttt it it e e e e e e e e 5__ A 3910
26. Nei capiia’in encess of the greaier of: .
A. 6% o' combineC aggregste debit items or $120.000 ..... e e et e e e L I m-l
B. 7% o! combinec agsregsie debit items or $120000 ........... e e e H 3930 .

ONIT PENNIES

NOTES:

{A) The minimum net capital requirement should be computed by adding the minimum dollar ne1 capital requirement
ol the reporting broker deater and, for each subsidiary 10 be consolidated, the greater of.

1. Minimum dollar net capitat requirement, or
2. 6-2/3% of aggregate indebredness or 4% of sggregate debits if alternative method is used.

(8] Do not deduct the value of securities borrowed under subordination sgreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of campany tcontra 10 item 1740} and pariners’ securities which were
sncluded in non-allowable asets.

{C) For repors filed pursuant 10 paragraph (d) of Rute 17a-5, respondent shoulo provide a hst of materisl

non-a'towable assets.

3778
Page 4



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER Phase II Financial, Ltd.
For the period (MMDDYY) trom %, 1/1/03  [sex2f1e 12/31/03 [se3s
Numbers ol months included in this sisisment 12 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commissions: .
& Commisslons on transactions in exchange listed oqulty sacunties executed ON 8N OXCABNGE. . ... c..evrvirrcven P 335
b. Commissions on listed ODlON LrENBBCHONS . .c.ueeocrennirorncnoneneennss Ceeeees et ieeriiar e ceee ¥ 3538
€. All ather securities COMMISSIONE .. ... .viveviearsetrcovrasronens F PR RE »n
d. Totsl sscurities commissions ............ feeseeecanvans Craeeiereenenas e reitieiacetsaareaaroans fesaeseaas 3040
2. Gains orlosses on firm securities trading sccounts
s. From market making In oplions on 8 national securities 8Xchange ... ... ... ... .ciiiiiirniniiennrnrreanaes e 39458
D. From el other ARG «ovvenneernnreineanes e v 791,357 31949
B, TOBY GAIN (J085) .ot tiiitent et iiereataean s oareean e taneaatenanenntanas iuane tte et teas ’ 79L 357 3950
3. Gains or fosses on lirm securilies investment accounts ...... cerann e e e 22,643,128 3952
4. Profit {toss) (rom underwriling and selling groups ...... R h e e e e e e e e e y 2988
5. Revenue trom sale of invesiment company shares ...... e s oo a e e e e e s et ranemeaen . 07
8. Commodilies revenue ..... e et eeaea s earaeaaaees et ate et e e e et rar ey N 3990
7. Feas lor account supervision, investment advisory and adminisiralive ServiCes . .........c..c it iivrronannnenss n7s
B, OB POVBNUG . ... . .uueuerenaueaocraacsssnssonsassesnsesesessonsoeeasssnsonseoensossarasansss [ 1 ,028 5 316 3088
LR TV T T v T A s 24,462,801 40%
EXPENSES
10. Salaries and othe- employment costs for general partners and voting stockholder oMicers . ............ovevenrnees $ 4120
11. Olher smployee zz—>ensation snd benelits .. .. ... it iiir i iiiiiiierann, e e e .' 4115
12. Commissions Paid 10 OIher DroKeI-OBBIBIS .. ... ... ueetteuesioneueeoretsereioesanoserataneacesasesnnessnsenennn 0180
13, Interest expense ......... ey E e e e e e e e 368 4075
a. Includes interest on accounts subject lo subordination agreements ................ [wﬂ
14. Regulatory fees and expenses ...... et e ee e e e n e e e e i eeeeeenenaaane 820 4188
15.” Other expenses ............. e aiaeans e e e et e e e e 162,158 4100
16. Toiml eaxpenses .......... e et e e n et e ey eetaanaaeres A $ 163,346 4200
NET INCOME ‘
17. Net tncome (loss) before Federal income taxes and ltems below (ltam 8 less tem 16 )...............coll.ets R 24,299,455 210
18. Provision for Federal Income 1axes {1or PAmAl OAlY) . ..t ieieuinennieeaaereaneunranennoeans eeriaeeanes .Y 4220
19. Equity In eamings (losses) of unconsolidsied subsidiaries not Included above ............ ... ciiiiiiiinarainnen 4222
a. ANer Feders! income taxas of ................ s elesatearane et tiennetioaniee (73]
20. Exiraordinsry palns flosses) .........cc..cienne N m e e Nt st et ea et sttt et b e eta ereans vesiaren 224
a. AMer Federal income taxes of ......... P cerearrarranene |ua|
21. Cumulative sfect of changes In sccounting principtes ...........oiiunel s ebiabresrs i e reittiieaeseanaa 4225
22, Net income {loss) slier Federsl incoms laxes and exiraordinary Hems .................... e, cer 8 24,299,455 423
MONTHLY INCOME
23. Incoms (current month only) before provision for Feders! Incoms laxes and OXIrordinary OME.....overrveerneanns $ <27866a416) (un i

/78



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER Phase II Financial, Ltd...

For the period (MMDDYY ] from 1/1/03 w_12/31/03

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
s 67,337,680 [4740)

1. Balance, beginning of period

.......................................................................

AL NELINCOME 1103SE. . . ottt ittt et e e e e e e e e e 25,299,455 4250

B. Additions {Iincludes nonconformingeapitalof . ... . .. ... ............... s 4262 |) 3 ) 562 s 016 4260

C. Deductions {Iincludes non<conformingcepitalof .. .. ... ................ $ 4272 | 4270
2. Balance,end of peciod (Fromitem 1800} ....'v'vinveennnrnneeeonanns e e e $ 95 2 199, 151 ! 4290 l

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

‘3. Balance, DegInRINg Of PERIOT .ottt et e e e e e e e e e e e ys 4300
Y 2 S U 4310
[ R o Y=L Y3 5 S 4320
. _O_ .
4. Balance, end o1 peeiod (From item 35200, . . ...ttt et e e e e e e e $ l 4330

OMIT PENNIES

378 Page &



FINANCIAL ANU OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART HlA

BROKER OR DEALER . as of

Exemptive Provision Under Rule 15¢3.3

25. i ar exemption from Rule 15¢3-3 is claimed, identily below the section upon
which such sxemption is based (check one only)
A. (x}) (1}=82.500 capital calegory as per Rule 15¢3-1 .. .. ... Ceeeeeans Ceretrereenenn s ieatare e

B. (k) (2){A}—"Specis! Account for the Exclusive Benefil of

| 4550]

CUSIOMErs™” MaINtAIned ...........c..cocvnrrunnoneronens

C. (x) (2)(3)—Atll customer transactions clesred through another

l 4560[

broker-dealer on 8 fully disclosed basis. Name of clearing

wrm & Oppenheimer & Co., Inc. #P-4Q077 ' - [a3ss] X 4570

D. (k) (3}—Exsmpled by orde: 0! the COMMISSION . ..ot outmruiat ittt ir et i e e aanenraaeas veees 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the nex! six months snd accruals, (as defined below),
which have not been deducted In the compulation of Net Capital.

Type of Proposed .
withdrawal or Amount 1o be With- (MMDDYY) Expect
Accrual Insider or drawn (Cash amount Withdrawa) or to
See defow for Outsider? and/or Net Capita! Maturity Rerew
code to enter Name of Lenger or Contributor {In or OWl) ValLe of Securities! Date (yes o7 no)

£ ]

4600

4601

4602 ~ [T4s03)

4604 4605

rd

4610

4611

4612 I 4613 l

4614 4615

td

4620

4621

4622 | 4623 l

4624 . 4625

te

4630

4631

4632 I 4633 i

F .3

4635

tq
F ]

640

4641

4642 [asa3]

4645

4650

3 E

4651

4652 [aes3,

ERSRERERERER

TEEREEEEE

SRERERERERERERERERE

SEEEEEEEER:

4655

M 4560 4661 [as62] [ase3) 4564 4565

M 4571 [as72] [asr3] 4574 4675

Y E's__sﬂ [as82] [as83] 4684 4585

Y . [aes1] 4692 [a593 | 4694 4695
‘ toasy 97 [awes)

OMIT PENNIES

Instructions: Detail listing musi include the total of ilems maturing during the six month perio¢ following the
repon date, regardiess of whether or not the capital contribulion is expecied to be renewed. The
schadute must also intlude proposed capital withdrawals lcbeo\;leu within tha six month
period foliowing the repor date inciuding the proposed recemplion ol stock and payments of
fiabihlies secured by fixed asse:s ‘w™.Ch are considered aliowable asseis n the capitai compuilation
pursuant 1o Ruie 15¢3-11c){2)1n ;. whiCh could be required Dy the fengder on demanc of in less
than six months.

WITHDRAWAL CODE:
1
2.
3.
4

78

DESCRIPTION

Equity Capital
Subordinsied Liabilities
Accruals

15¢3-1(c}{2)({iv) Liabilities
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Phase I Financial, Ltd.
Income & Expense Reconciliation With Company's Computation
December 31, 2003

Net Income as Reported by Company's Unaudited Focus Reports 24,439,702

LESS : Foreign tax withheld on dividend income at source (Canada) and
carried as receivable on unaudited balance sheet (140,247)

Net Income per Audited Focus Report 24,299,455



Phase II Financial, Ltd.
Net Capital Reconciliation with Company's Computation
December 31, 2003

Net Capital as Reported on Company's unaudited Part II Focus Reports 4,604,847
ADD: Reduction in nonallowable asssets 140,247
LESS: Additional expense - foreign tax withheld (140,247)

Net Capital per Audited Focus Report 4,604,847



Phase II Financial, Ltd.
Statement of Cash Flows
For the Calendar Year Ended December 31, 2003

Net income or (Loss)
Decrease in Receivables from Brokers
Net securities purchased and Change in Market Value
Capital Contributions
Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

24,299,455
881,434
(28,753,296)
3,562,016
—(10391)
10,641

250




NOTES TO FINANCIAL STATEMENTS
PHASE II FINANCIAL, LTD.
DECEMBER 31, 2003

ACCOUNTING METHOD

The statements are prepared on the accrual method of accounting. For cash
flow purposes, only the checking account balances are considered as cash and cash
equivalents.

INVESTMENTS

Investments are stated at market value, with unrealized gain or loss recognized
in income.

INCOME TAXES

The Company is a partnership and both Federal and New York income taxes are
applicable credits flow-through to the partners.

RESERVE REQUIREMENTS

The Company does not carry any customer accounts or handle any securities.
All customer accounts are cleared on an introducing fully disclosed basis with
Fahnestock & Co. Inc. Therefore, the computation for determination of reserve
requirements, and information relating to the possession or control requirements under
Rule 15C 3-3 are not applicable.

SAFEGUARDING PROCEDURES

The Company does not carry customer accounts or handle securities and,
therefore, there are no safeguarding procedures to review.

MATERIJAL INADEQUACIES

No material inadequacies were found to exist at December 31, 2003, nor to
have existed during the year ended December 31, 2003.
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UNITED STATES

OMB APPROVAL

OME Number:

3235-0123

SECURITIES AND EXCHANGE COMMISSION Explres: January 31, 1993 |

Washington, D.C. 20549

Estimated average burden
hours per response .... 12.00

FOCUS REPORT

FO rm {Financial and Operational Comblned Uniform Single Report)

X-17A-5 Schedule |

Report for the period beginning wl 1 (8005] and ending

DD Yy

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a.5

Report for the Calendar Year'1'9 (8004 |
or if less than 12 months

1 | {8006 ]
MM Y

<10}

SEC FILE NUMBER

8- 33559 E017]
3. NAME OF BROKER DEALER i OFFICIAL USE ONLY
Phase II Financial, Ltd. 8020 | 9 BN {8021
Flrm No MM Y Y
2. Name(s) of broker-dealer(s) merging with respondent during reporting period:
OFFICIAL USE ONLY
Y NAME: 8053} | ' -1 8057
T NAME: 805411 _ 8058
1 NAME: 8055 8059
! NAME: 8056 8060
3. Respondent conducts a securities business exclusively with registered broker-dealers: !
{enter applicable code: 1=Yes 2=No) | 2 180731
4. Respondent is registered as a specialist on a national securities exchange:
{enter applicable code: 1=Yes 2=No) [ 2 18074 |
5. Respondant makes markets in the following securities:
(2) EQUILY SECUTINIBS ..\ v e s e eenerenaenaeennenanannis (enter applicable code: 1=Yes 2=No) [ 2 18075 |
(D) MURICIPAIS . ..\t e i eie i eeneeneanananaans ...(enter applicable code: 1=Yes 2=No) | Z {8076 |
{c) other debt instruments ......covivemvrerecnnnnnann, {enter applicable code: 1=Yes 2=No) | Z 18077}
6. Respondent is registered solely as a municipal bond dealer:
(enter applicable code: 1=Yes 2=No) | 2 18078 |
7. Respondent is an insurance company or an affiliate of an {nsurance company:
(enter applicable code: 1=Yes 2=No) [ 2 18079 ]
B. Respondent carries its own public customer accounts: !
- {enter applicable code: 1=Yes 2=No) | 2 18084 |
9. Respondent's 1otal number of public customer accounts:
(carrying firms tiling X-17A-5 Part I only}
(3) PUDBIIC GUZLOMET BECOUNIS 4t u e st etveeans et eeentaae et teesenasennenenesaaneeeraneanaeas [0 {8080 |
(b) OMNIDUS BCCOUNTS . .ottt vererrerreenanns e e e e e t 0 {8081 ]
10. Respondent clears its public customer and/or proprietary accounts:
(enter applicable code: 1=Yes 2=No) [ 2 18085 |

P R Ee e L LU I -



FOCUS REPORT
Schedule |
page 2

11. Respondent clears its public customer accounts in the following manner;
(enter a 1" In appropriate boxes)

(a) Direct Mail (New York Stock Exchange Members Only) ........ovvvvrinirnennnnns Ceveeine 4 18086 |

(oY BT o2V o S | 18087 |

0] OMINIDUS ottt ettt e e et ae e 4 18088 |

(c) INtroducing ..oovvvvnriniieniannns '[' 1 (8089 |

(€ Other ....ooiir e iaeeaanann [ 18090 |
I Other please describe:

(1) NOT @EPHEEDIE Lt ittt ettt ettt e e ettt e e [ 18091}

12.(a) Respondent maintains membership{s) on national securities exchange(s): .
(enter applicable code: 1=Yes2=No) [ 2 ~  T8100]

(b) Namss of nationa! securities exchange(s) in which respondent maintains memberships:
(enter a “1" in appropriate boxes)

(1) American ......... f e e e e e e ettt ieaaaae e iaeaereenee s 8120
74T = L=13 L= 2 TS 8121
(3] CBOE 1ttt e e e e 8122
(4) MiIGWES! L .ottt i e e e et Ve 8123
(5) NEW YOTK . ..ottt it et it ettt e e e e e e e 8124
(B) PRIIAGEIDRIA. o\ ottt ettt ettt et e e e e e e 8125
(7) PaCllic Co@St. .ottt ittt et e e e e e i 8126
B) Other ... ..ot ienannns e eri i sy 8129
13. Employees:
(2) NUMDEF O fUI-lIME BMPIOYEES « ettt e entet ittt e e et e tie et eereaaetanseseeannen o 18101 |
(b) Number of full-time registered represantatives employed by resoondent inciuded In 13(a).. .. .. ) 18102}
Y
14. Number of NASDAQ s10ocks respondent Makes MArKEt ... .....c.uvevnsenenneesesncasssesenssn [d [8103]
15. Total number of underwriting syndicates respondent was & Member. ... ...oooveeruennnsnansnns [ O 18104 ]
(Carrying or clearing firms filing X-17A-5 Part li)
16. Number of respondent’s public customer transactions: ACtual L. i ettt 8105
Estimate .....cioeviinnnenenecnnns 8106
(a) enulity securities transactions effected on a
A5Li0NA! SECUMIlieS EXChANEE . vt eererrevarnnennrnrnennnas et rereeaerataaeanas [ 18107}
{b) equlty securities transaciiuns elfaected other than on a
NAIOTEl SBCUMMIES BXCRAMEE « 1t vt ann et et et e et anentean e et e e et e etnaasnaaennen B 18108 |
(¢} commodity, bond, option, and other transactions effected on or otf a
Nallonal SeCUMLiES EXCHAMQE vt ee e coeneeasaeuanstonnrorssrvseensotssrornasssesns [’ 18109]
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FOCUS REPORT
Schedule |
page 3

17. Respondent is a member of the Securities Investor Protection Corporation
(enter applicable code: 1=Yes 2=No) [ " 1 [B111]

18. Number of branch offices operated by FESPONGENT . .. .uuuue et e ettt e e e aeevanenes { 0 |8112]

19. (a) Respondent directly or indirectly controls, is controlied by, or is under
common controf with, a U.S. bank

(enter applicable code: 1=Yes 2=No) | Z [ 8130
(b} Name of parent or affiliate [8131 l
{c) Type of Institution 8132

20. Respondenl is an affiliate or subsidiary of a foreign broker-dealer or bank
{enter applicable code: 1=Yes 2=No) | 2 {8113}

21. (a) Respondent is a subsidiary of a regisiered broker-dealer
y (enter applicable code: 1=Yes 2=No) [ 2 | 8114}

12
{b) Name of parent [8116]

22. Respondent is a subsidiary of a parent which is not a registered broker or dealer
' {enter applicable code: 1=Yes 2=No) | 2 |8115]

23. Responden sends quarterly stalements 1o customers pursuant to
10L-10(b) in fieu of daily or immediate confirmations:

(enter applicable code: 1=Yes 2=No)* [ 2 [8117]

24, Aggregate Dollar Amount of Non-Exempted OTC Sales of Exchange-Listed
Securities Done by Respondent During the Reporting Period .......... ... ...t [ $ 0 j8118]

“Required in any Schedule | filed for the calendar year 1878 and succeeding years
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