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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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OATH OR AFFIRMATION

L _Harold £, Dolev., I1T . swear (or affirm) that, 10 the best of
my knowledge and belief the necompanying financiaf staicment and supporting schedules pertaining to the firm of

The Lugano Group Incorporated N s BE
of __ December 31 . L20_03 , are truc and correct. [-further swess (or affirm). that
acither the company nor any partner. proprictor. principal officer or director has any proprictery interest iu any account
classifled solely as that of a customer, cxcept as follows:

None
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President
Title

Nomry Fubiic

his report *® contains (check all applicable hoxas);

«a) racing Page.

{b) Stzizment of Finsnciyi Condition.

(¢} Statemenl of Income {Loss).

(d}) Swatement of Changes in Finracial Condition.

(e) Statement of Changes in Stockholders’ Equity or Pertners® or Sole Proprietors® Capiral.

(F) Sistement of Changes in Liabilitics Subordinatcd to Claims of Creditors.

(g) Compuration of Nex Capital.

{h) Computation for Determination of Reserve Requirements Pursugnt to Rule 15¢3-3.

{1} TInformation Relating to the Possession ¢r Control Requirements Under Rule 1543#3, :

(i} A Reconciliation. including appropriate explanation of the Compuration of Net Capital Undet Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3+3.

{k) A Reconcilialion between the eudited and unaudited Siatements of finsncial Condition with respect to methods of
caonsolidation.

(1) An Oath or Affirmation.
(m) A copy of the S{PC Suppiemental Report, '
{n} Areport describing any material inadequacies found 1o exist or found to have cxizted sincs the datc oftha previous andit.

¥*For conditions of confidential treatment of ceriain portions of this filing. see section 240.17a-5(ej(3). . .




THE LUGANO GROUP, INCORPORATED
STATEMENT OF FINANCIAL CONDITION
December 31, 2003

ASSETS

Cash and cash equivalents $ 5,452
Secured demand notes collateralized by investments 13,000
Other receivable 19,200
Furniture and equipment, net of accumulated depreciation

of $12,432 -
Organization Cost, net of accumulated amortization

of $12,420 -
Investment - NASD Warrants 10,400

Total Assets $ 48,052

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Note payable - Noncurrent 3 1,200

1,200

SUBORDINATED LIABILITIES
Liabilities subordinated to the claims of general creditors 13,000

STOCKHOLDERS' EQUITY
Common stock, $1.00 par value, 10,000 authorized,

100 shares issued and outstanding 100
Contributed capital 44 214
Retained earnings (10,462)

33,852
Total Liabilities and Stockholders’ Equity $ 48,052

See notes to financial statements.




CHARLES F. WEBB

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT Oﬁ INTEﬁNAL CONTROL
REQUIRED BY SEC RULE 17a-5

The Lugano Group Incorporated
650 Poydras Street - Ste. 1400
New Orleans, LA 70130-6116

In planning and performing my audit of the financial statements of The Lugano Group

incorpeorated (the Company) for the year ended December 31, 2003, of which | have issued my
report thereon dated February 26, 2004, | considered its internal control structure in order to
determine my auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control structure.

Also, as-required by Rule 17a-5(gj(1) of the Securities Exchange Act of 1534, i have made a
study of the practices and procedaures {including tests of compliance with such practices and
Y P Y { g

procedures) folliowed by the Company that | 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. 1 did not review the practices and procedures followed by the Company in making
the quarterly securities examinations, counts, verification and comparisons, and the recording of
differences required by Rule 17a-13 or 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, because the Company does not carry security 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
fuifiliing this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
the practices and procedures can be expected to achieve the Securities and Exchange
Commission’s (the Commission) above-mentioned objectives. 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 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 conformity with generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitation in any internal control structure 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 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 of 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 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. | noted no matters
invelving the internal contro! structure, including procedures for safeguarding securities, that |
-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 Commission to be adequate for its
purposes in accoruar.ce with the Securities Exchange Actif 1334 and reiated reguiations anda that
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practices and procedures that do not accomplish such objectives in all material respects indicated
a material inadequacy for such purposes. Based on this understanding and my study, | believe
that the Company’s practices and procedures were adequate at December 31, 2003 to meet the
Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
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
in their regulating of registered brokers and dealers and should not be used for any other purpose.

(7

Charles F. Webb
‘Certified Public Accountant

February 26, 2004




