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OATH OR AFFIRMATION

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

. ADVANTAGE TRADING GROUP, INC. , as
of DECEMBER 31 ,20 03, 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
ified solely as that of a customer, except as follows:

~r,$'v"=y' . DEANNASINGLETON
§ MY COMMISSION # CC 952646

f"
i EXPIRES: Juy 4, 2004
ﬁ‘ Bonded Thau Notary Pubic Undsrwiters

PRESIDENT

:DM/M Ci_o] 221l o

Notary Public

This report ** contains (check all applicable boxes):
B (a) Facing Page.
& (b) Statement of Financial Condition.
& (c) Statement of Income (Loss).
O (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.
{0 (fH Statement of Changes in Liabilities Subordinated to Claims of Creditors.
X () Computation of Net Capital.
3 (h) Computation for Determination of Reserve Requuements Pursuant to Rule 15¢3-3.
4 () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(§) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

> (I) An Oath or Affirmation.
[J (m) A copy of the SIPC Supplemental Report.

[J (n) Areportdescribing 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).
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Ohab and Company, P.A.

Certified Public Accountants
100 East Sybelia Avenue, Suite 130 407-740-7311
Maitland, FL 32751 E-Mail ohabco@earthlink.net FAX 740-6441

The Stockholder and Board of Directors
Advantage Trading Group, Inc.

We have audited the accompanying statement of financial condition of Advantage Trading Group,
Inc., as of December 31, 2003, and the related statements of operations, changes in stockholder’s
equity, and 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 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 from 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 Advantage Trading Group, Inc., as of December 31, 2003 and the results of its
operations and its cash flows for the year ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules I, II and III 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 under the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audits of the basic financial statements
and, in our opinion, is fairly presented in all material respects in relation to the basic financial
statements taken as a whole.

WM\'/Q CDO\W\P@'

February 27, 2004




ADVANTAGE TRADING GROUP, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
ASSETS
Cash and cash equivalents $ 2,104,847
Deposits at clearing organizations 310,179
Receivables from customers 2,171,896
Receivables from broker dealers and clearing organizations 234,548
Due from related parties 26,274
Securities purchased, not yet sold, at market price 23,730
Property and equipment, net of accumulated depreciation of $114,549 57,868
Goodwill 960,414
Other assets 12,088
Total assets $ 5,901,844
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities:
Cash overdraft $ 325,988
Payable to customers 2,061,117
Accounts payable 116,598
Accrued expenses 126,399
Payable to broker dealers and clearing organizations 796,252
Total liabilities 3,426,354
Stockholder's equity:
Common stock, par value $10 per share; 1,000 shares
authorized, issued and outstanding 10,000
Additional paid-in capital 4,273,889
Accumulated deficit (1,808,399)
Total stockholder’s equity 2,475,490
Total liabilities and stockholder's equity $ 5,901,844

The accompanying notes are an integral part of these financial statements
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ADVANTAGE TRADING GROUP, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2003

Revenues:
Order execution trading revenues, net $ 1,226,859
Clearing fees 5,455,384
Other income 11,138
Interest income 20,189
6,713,570

Expenses:
Employee compensation and benefits 1,158,049
Commissions and clearing costs 4,282,305
Order flow rebates 275,579
Communications and data processing 687,229
General and administrative 1,039,939
- 7,443,101

Net loss $  (729,531)

The accompanying notes are an integral part of these financial statements
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ADVANTAGE TRADING GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2003

Additional
Common Stock Paid-In Accumulated
Shares Amount Capital deficit Total
Balance, January 1, 2003 1,000 $ 10,000 $ 3,823,889 $§ (1,078,868) $ 2,755,021
Contribution of capital 450,000 450,000
Net loss for the year ended December 31, 2003 (729,531) (729,531)
Balance, December 31, 2003 1,000 $ 10,000 $ 4,273,889 $ (1,808399) $ 2,475,490

The accompanying notes are an tegral part of these financial statements
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ADVANTAGE TRADING GROUP, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2003

Cash flow from operating activities:
Net income $ (729,531
Adjustments to reconcile net income to net cash
(used in) provided by operating activities:

Depreciation and amortization 45,699
(Increase) decrease in operating assets:
Receivables from customers 3,600,320
Receivable from brokers and dealers and clearing organizations 923,317
Deposits at clearing organizations 199,821
Due from related party (11,189)
Income tax receivable from S corporation stockholder 56,647
Securities purchased, not yet sold (1,730)
Other assets 03,184
Increase (decrease) in operating liabilities:
Cash overdraft (766,151)
Payable to customers (3,850,849)
Accounts payable 100,971
Accrued expenses (340,126)
Payable to brokers and dealers and clearing organizations 323,816
Due to parent and affiliated companies (7,517)
Total adjustments 366,213
Net cash used by operating activities (363,318)
Cash flow from investing activities:
Purchases of furniture and equipment (23,499)
Goodwill (960,414)
Net cash used by investing activities (983,913)
Cash flow from financing activities:
Capital contributed by shareholder 450,000
Net cash provided by financing activities 450,000
Net decrease in cash and cash equivalents (897,231)
Cash and cash equivalents, beginning of year 3,002,078
Cash and cash equivalents, end of year $ 2,104,847
Supplemental disclosures of cash flow information:
Cash paid during the year for:
Interest $ 14,186

The accompanying notes are an integral part of these financial statements
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS

1. BUSINESS

Advantage Trading Group, Inc. (the “Company”), was incorporated in Florida on July 24, 1995.
The Company is a securities broker dealer registered with the Securities and Exchange Commission
and is a member of the National Association of Securities Dealers, Inc. The Company acts as
principal in providing order execution services for independent broker dealers. The Company also
acts as a clearing broker for other independent broker dealers. The Company’s offices are located
in Longwood, Florida.

Through November 5, 2003, the Company was a wholly-owned subsidiary of Empire Financial
Holding Company and was a clearing broker for Empire Financial Group, Inc., (“Empire”) arelated

party (see Note 3).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents - The Company considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents.

Receivables from and payable to customers - Accounts receivable from and payable to customers
include amounts due on cash and margin transactions. Securities owned by customers are held as
collateral for receivables.

Securities owned and securities sold, not yet purchased - Securities owned, which are readily
marketable, and securities sold, not yet purchased (short sales), are recorded at market value with
unrealized gains and losses reflected in income. At December 31, 2003, the Company had securities
owned of $23,730. At December 31, 2003, the Company did not have any securities sold, not yet
purchased.

Property and equipment - Property and equipment are recorded at cost. Repair and maintenance
costs are charged to operations as incurred. When assets are retired or disposed of, the cost and
accumulated depreciation are removed from the accounts, and any gains or losses are included in
operations. Depreciation of property and equipment is provided utilizing the straight-line method
over the estimated useful lives of the related assets.

Impairment of long-lived assets - The Company evaluates the recoverability of its property and
equipment and other assets in accordance with Statement of Financial Accounting Standards Board
No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets” (“SFAS 144"). SFAS
144 requires recognition of impairment of long-lived assets in the event the net book value of such
assets exceeds the estimated future undiscounted cash flows attributable to such assets or the
business to which such assets relate. SFAS 144 excludes goodwill and intangible assets. When an
asset exceeds its expected operating cash flow, it is considered to be impaired and is written down
to fair value, which is determined based on either discounted future cash flows or appraised values.
No impairments were recognized during the year ended December 31, 2003.
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Securities transactions - Securities transactions and the related revenue and expenses are recorded
on the trade date.

Order execution trading revenues, net - Order execution trading revenues, net are generated from
the difference between the price paid to buy securities and the amount received from the sale of
securities. Volatility of stock prices, which can result in significant price fluctuations in short
periods of time, may result in trading gains or losses. The Company generally acts as principal in
these transactions and does not receive a fee or commission for providing order execution services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Clearing fees - Clearing fees are fees for clearing services, which involve confirmation, receipt
settlement, and custody and delivery of securities for other broker dealers.

Order flow rebates - Independent broker dealers utilize the Company as a clearing agent. The
Company executes the trades and then rebates back to the brokerage firm for whom they are clearing
an agreed upon amount for each trade in exchange for the flow of orders.

Adbvertising - Advertising costs are expensed as incurred, and totaled $1,394 in 2003.

Income taxes - The Company accounts for income taxes according to Statement of Financial
Accounting Standard No. 109, “Accounting for Income Taxes”, which requires an asset and liability
approach to financial accounting and reporting for income taxes. Deferred income tax assets and
liabilities are computed annually for differences between the financial statement and tax basis of
assets and liabilities that will result in taxable or deductible amounts in the future, based on enacted
tax laws and rates applicable to the periods in which the differences are expected to affect taxable
income. A valuation allowance is recognized if, based on the weight of available evidence, it is more
likely than not, that some portion or all of the deferred assets will not be realized. Income tax
expense is the tax payable or refundable for the period, plus or minus, the change during the period
in deferred tax assets and liabilities.

Management estimates and assumptions - The preparation of financial statements in conformity
with accounting principles generally accepted in the United States of America 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.

Fairvalue of financial instruments - The financial instruments of the Company are reported in the
statement of financial condition at their carrying values, which approximate fair values.
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. CHANGE OF OWNERSHIP AND RELATED PARTY TRANSACTIONS

Effective November 6, 2003, the Company’s former parent, Empire Financial Holding Company and
Richard L. Goble (“Goble”) entered into a Stock Purchase and Settlement Agreement (the
“Agreement”) whereby certain controversies between the parties were settled. As a result of the
Agreement, the stock of the Company was acquired by Goble and the Company is no longer a
subsidiary of Empire financial Holding Company.

Prior to November 6, 2003, the Company cleared trades, confirmed securities trades and processed
securities movements, recorded transactions with customers in its accounts and collected
commissions on behalf of Empire. The Company retained a portion of the commissions as clearing
fee for its services. Total commissions generated by Empire were $3,754,000 of which $332,417
was charged to Empire as a clearing fee for the Company’s services. Durmg 2003, the Company
paid approximately $3,428 in order flow rebates to Empire.

Prior to November 6, 2003, the Company paid its parent, Empire Financial Holding Company,
management fees pursuant to a management agreement. For the year ended December 31, 2003, the
Company recorded $280,500 in management fees.

Allreceivables and payables between the Company, Empire and Empire Financial Holding company
were paid as of November 6, 2003.

In November 1999, the Company entered into a lease agreement for operating facilities with a
corporation that was in part owned by Goble. Effective as of November 6, 2003, Goble owns the
operating facility and he has forgiven all rent due from the Company.

4. RECEIVABLES FROM AND PAYABLE TO BROKER DEALERS AND CLEARING
ORGANIZATIONS

Receivables from and payable to broker dealers and clearing organizations at December 31, 2003,
consisted of the following:
Receivable _Payable

Securities failed-to-deliver/receive $ 38,113 $ 166,967
Deposits on securities borrowed 172,500 -

Settlement payable - 247,832
Order flow payable - 13,477
Other amounts due from/to brokers and dealers 23.935 367.976

§ 234,548 $ 472436

Deposits on securities borrowed represent cash on deposit with other brokers and dealers relating
to securities borrowed. If these deposits were not returned, the Company could sustain a loss if the
market value of the securities borrowed declines.
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. PROPERTY AND EQUIPMENT
At December 31, 2003, property and equipment consisted of the following:

Estimated
useful lives

Computers § 163,989 3 - 5 years
Furniture and fixtures 8.428 5 - 7 years

172,417
Less accumulated depreciation (114.549)

$_57.868

Depreciation expense charged to income in 2003 was $45,699.
6. CASH OVERDRAFT

AtDecember 31,2003, the Company had cash overdrafts of approximately $325,988 that arise from
checks being issued by the Company, which have not been presented to one of the Company’s banks.

7. STOCKHOLDER’S EQUITY

Subsequent to the change in ownership oﬁ November 6, 2003, a capital contribution of $450,000 was
made by Goble.

8. INCOME TAXES

The tax effects of temporary differences and net loss carryforwards that give effect to significant
portions of deferred tax assets and liabilities consist of the following at December 31, 2003:

Net operating losses $680,000
Less valuation allowance  (680.000)

Net deferred tax asset § -

AtDecember 31,2003, the Company had available operating loss carryforwards for federal and state
taxes of approximately $1,800,000 that could be applied against taxable income in subsequent years
through 2023. The tax effect of the net operating loss is approximately $680,000.

A valuation allowance has been recorded due to the uncertainty of realizing the net deferred tax
asset.

Additionally, operating loss carryforwards may be substantially limited as to future availability due

to the change of ownership in November 2003.
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

9. NET CAPITAL AND RESERVE REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
15¢3-1 (the “Rule”), and the requirements of the securities exchanges of which it is a member. The
Rule requires the maintenance of minimum net capital. The Company has elected to use the
alternative method permitted by the Rule, which requires that net capital be equal to the greater of
$250,000 or two percent (2%) of aggregate debit items computed in applying the formula for
determination of reserve requirements. At December 31, 2003, the Company had net capital of
$1,370,711, which was approximately fifty-four percent (54%) of aggregate debit balances of
$2,564,245. At December 31,2003, the Company had $1,120,711 in excess of required net capital.

The Company is also subject to Rule 15¢-3 under the Securities Exchange Act of 1934 which
specifies certain conditions under which brokers and dealers carrying customer accounts are required
to maintain cash or qualified securities in a special reserve bank account for the exclusive benefit
of customers. Amounts to be maintained, if required, are computed in accordance with a formula
defined in the Rule. At December 31, 2003, the Company had a reserve requirement of $314,586,
however, the Company had $400,000 deposited in the account.

10. OFF BALANCE SHEET RISK AND CONCENTRATION OF CREDIT

In the normal course of business, the Company purchases and sells securities as principal for its own
account and on behalf of its customers. If either the customer or a broker-dealer fails to perform, the
Company could be required to discharge the obligations of the non-performing party. In these
circumstances, the Company could sustain a loss of the market value if the security contract is
different from the contract value of the transaction.

In addition, the Company may sell securities it does not own and will, therefore, be obligated to
purchase such securities at a future date and may incur a loss if the market value of the securities
increases subsequent to the date of the sale. At December 31, 2003 the Company had sold no
securities that it did not own.

In the normal course of business, the Company’s customer clearance activities involve the execution,
settlement, and financing of various customer securities transactions. These activities may expose
the Company to off-balance sheet risk in the event the customer or other broker is unable to fulfill
its contracted obligations and the Company has to purchase or sell the financial instrument
underlying the contract at a loss.

The Company’s customer securities are transacted on either a cash or margin basis. In margin
transactions, the Company extends credit to its customers, subject to various regulatory and internal
margin requirements, collateralized by cash and securities in the customer’s accounts. In connection
with these activities, the Company executes and clears customer transactions involving the sale of
securities not yet purchased, substantially all of which are translated on a margin basis subject to
individual exchange regulations. Such transactions may expose the Company to significant off-
balance sheet risk in the event margin requirements are not sufficient to fully cover losses that
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ADVANTAGE TRADING GROUP INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

10.  OFF BALANCE SHEET RISK AND CONCENTRATION OF CREDIT (continued)

customers may incur. In the event the customer fails to satisfy its obligations, the Company may be
required to purchase or sell financial instruments at prevailing market prices to fulfill customer’s
obligations.

The Company seeks to control the risks associated with its customer activities by requiring
customers to maintain margin collateral in compliance with various regulatory and internal
guidelines. The Company monitors margin levels daily and requires the customer to deposit
additional collateral pursuant to such guidelines or to reduce positions.

The Company’s customer financing and securities activities require the Company to pledge customer
securities as collateral in support of various secured financing sources such as bank loans and
securities loaned. In the event other parties are unable to meet contractual obligations to return
customer securities pledged as collateral, the Company may be exposed to risks of acquiring the
securities at prevailing market prices in order to satisfy its customer obligations. The Company
controls this risk by monitoring the market value of securities pledged on a daily basis and by
requiring adjustments of collateral levels in the event of excess market exposure. In addition, the
Company establishes credit limits for such activities and monitors compliance on a daily basis.

The Company maintains cash balances at three large national banks. Accounts at the institutions are
insured by the Federal Deposit Insurance corporation up to $100,000.
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SCHEDULE 1
ADVANTAGE TRADING GROUP, INC.
COMPUTATION AND RECONCILIATION OF NET CAPITAL
UNDER RULE 15¢c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

COMPUTATION OF NET CAPITAL:

Unaudited Audited
Focus Report filing Audit Financial
as filed Adjustments Statements

Total stockholder’s equity $ 1,576,738 $ 899,307 § 2,476,045
Deduct:

Non-allowable assets: _

Partly secured accounts 14,361 - 14,361

Furniture and equipment 70,762 (12,894) 57,868

Goodwill - 960,414 960,414

Securities owned but not readily

marketable 23,730 - 23,730
Aged fail-to-deliver 6,212 - 6,212

Other assets

— 38361 — 38361

Total non-allowable assets 153.426 ' 947.519 1,100,945

Net capital before haircuts on
securities positions 1,423,312 - 1,375,099

Less haircuts on securities positions

4,388 4,388

Net capital $ 1418.924 b - $ 1,370,711
COMPUTATION OF ALTERNATIVE NET CAPITAL REQUIREMENTS:

2% aggregate debit items (or $250,000
if greater) as shown in formula for
reserve requirements pursuant to rule
15¢3-3 prepared as of date of net capital

Computation $ 250,000 $ - $_ 250,000
Excess net capital $ 1.168,924 $ - $1,120.711

Percent of net capital to
aggregate debit items 55% 44%

The difference between the computation of net capital per the Company’s unaudited FOCUS Report filing, as filed,
dated January 24, 2003, and the computation according to these financial statements consist primarily of audit
adjustments for stockholder distributions and accruals.
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SCHEDULE 11
ADVANTAGE TRADING GROUP, INC.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

Credit balances:
Free credit balances and other credit balances in
customers’ security accounts $ 2,061,117
Monies borrowed collateralized by securities carried in the
accounts of customers -
Customers’ securities failed to receive 166,967

Bank overdraft 325,988

Other 247.832
Total credits items $ 2.801.904
Debit balances:

Debit balances in customers’ cash and margin accounts excluding
unsecured accounts and accounts doubtful of collection net

of deductions pursuant to rule 15¢3-3 $ 2,142,929
Securities borrowed to effectuate short sales by customers and

securities borrowed to make delivery on customers’ failed to deliver 172,500
Margin required and/or deposit with Options Clearing for all '
option contracts written or purchased in customer accounts 216,605
Failed to deliver of customer securities not older than 30 days 31,900
Other , 311
Aggregate debit items 2,564,245
less 3% of aggregate debit items (76.927)
Total debit items $ 2487318

Reserve computations:

Excess of total credits over total debits $ (314,586)
Required deposit $ 314586
Amount held on deposit in reserve bank account $ 400,000

There are no material differences between the computation for determination of the reserve requirements
included in these financial statements and the computation included in the Company’s, unaudited FOCUS
Report filing dated January 27, 2004,

Page 14




SCHEDULE 111
ADVANTAGE TRADING GROUP, INC.
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

Customers’ full paid securities and excess margin securities not in the

respondent’s possession or control as of the report date (for which

instructions to reduce to possession or control had been issued as of the

report date), but for which the required action was not taken by

respondent within the time frames specified under rule 15¢3-3 3 -

Customers’s fully paid securities and excess margin securities (for which

instructions to reduce to possession or control had not been issued as of the

report date), excluding items arising from “temporary lags which result

from normal business operations” as permitted under rule 15¢3-3 $ -
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Ohab and Company, P.A.
L |

Certified Public Accountants
100 East Sybelia Avenue, Suite 130 407-740-7311
Maitland, FL 32751 E-Mail ohabco@earthlink.net FAX 740-6441

To the Stockholder and Board of Directors
of Advantage Trading Group, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of Advantage
Trading Group, Inc., for the year ended December 31, 2003, we considered its internal control structure,
including control activities for safeguarding customer and firm assets, including 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 structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures followed by Advantage Trading Group, Inc., 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 debits and net capital under Rule 17a-3(a)(11) and the
reserve required by Rule 15¢3-3(e);

2. Makingthe quarterly securities examinations, counts, verifications and comparisons, and the recordation
of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System; and

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.

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 control 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 Securities and Exchange commission’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 accounting principles generally accepted in the United States of
America Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, errors
or irregularities may occur and not be detected. Also, projection of any evaluation of internal control to
future periods is subject to the risk that controls may become inadequate because of changes in conditions
or that the effectiveness of their design and operation of their design and operation may deteriorate.




Stockholder and Board of Directors
Page 2

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 one or more of the
specific internal control components does not reduce to a relatively low level the risk that errors or fraud 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, including procedures for safeguarding customer
and firm assets including 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 Securities and Exchange 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 Advantage Trading
Group Inc.’s practices and procedures were adequate to meet the Securities and Exchange Commission’s
objectives.

This report is intended solely for the information and use of management, the Securities and Exchange
Commission, and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers, and is not intended and should not be used by
anyone other than these specified parties.
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