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OATH OR AFFIRMATION

I, '\7_/7"4/) Css A&Ve//é_ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
_7772 A/assaa Qrau.,a ne. , as
of Aea(,ncé,l,/ .3/ , 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

classified solely as that of a customer, except as follows:

/I'LW/MLL

%{/V\/VYWL 7{ z g 1gnature
ﬁANAemc/ DIECTL +LED

JEANMARIE FERULLO Title

NOTARY PUBLIC
MY COMMISSION EXPIRES SEP. 30, 2007

Notary Public

This report ** contains (check all applicable boxes):
M (a) Facing Page.
B (b) Statement of Financial Condition.
& (c) Statement of Income (Loss).
B4 (d) Statement of Changes in Financial Condition.
O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.
B (g) Computation of Net Capital.
A& (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
00 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
KF (1) An Oath or Affirmation.
0 (m) A copy of the SIPC Supplemental Report.
/‘Z {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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REPORT OF INDEPENDENT AUDITORS

To the Stockholders = .. o R [T R
THE NASSAU GROUP, INC o « L
Westport, Connecticut

-We have audited the accompanying statement of assets and liabilities arising. from cash transactions of THE .
- NASSAU GROUP, INC. as of December 31, 2003, and the related statements of revenue, collected and
expenses paid and the statement of cash flows for the year then ended. These ﬁnancxal statements are the -
responsibility of the Company's management. Our respons1b1hty is to express an oplmon on these ﬁnanc1al

. statements based-on our audlt :

We conducted our aud1t in accordance with generally accepted audltmg standards accepted in the Unlted
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, eviderice 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 presentatxon We beheve that our audlts prov1de a reasonable basis for our
opmlon : : , .
As described in Note 1, these financial 'statements were prepared. on the basis 'of cash receipts and
disbursements, which is a comprehens:ve basrs .of accountmg other than genera]ly accepted accounting
prmmp]es : : .

“In our opinion the financial statements referred to ahoyve"present fairly, in all material respects the assets and '
liabilities arising from cash transactions of THE NASSAU GROUP, INC. as of December 31, 2003, and its

© revenue collected and expenses paid durmg the year then ended on the basis of accountmg descrlbed in Note -
1. - : .

Our audit was made for the purpose of formmg an oplmon on the basic ﬁnanc1a1 statements taken as a who]e
. The supplementary information on ‘pages 11-12 is presented for the purpose of additional analysis and is not a
~required part of the basic financial statements. Such information has been subjected to the auditing
procedures apphed in the audit of the basic - ﬁnanc1al statements and, in our oplmon is falrly stated in-all
material respects in relation to the ba51c financial statements taken as a whole.

ﬂoap U @oW‘h rw‘v@@ LLP

 Jericho, New York T SHAPIRO GOLDSTEIN&MOSES LL.P.
- April 7, 2004 » . o

Members: American Institute of Certified Public' Accountants SEC Practice Section and New York State Society of Certified Public Accountants



'STATEMENT OF ASSETS AND LIABILITIES" :
DECEMBER 31, 2003
| ASSETS
_ CURRENT ASSETS
_"Ca‘s}’l and cash equivalents. -- Note 1 Do 7_, - S 81,135,355
Other receivables -- Note 3 =~ ' S S 107,388
Due from stockholder --Note2. -~ .~~~ S Lo 110207
TTotal‘curre;n'tassets | o -;_ PR L o .  1,>252',950, '

PROPERTYANDEQU]]’MENT atcost-Noted -~ . 79263

OTHER ASSETS S .

- Security deposit and rent prepayment o oo S 20,353
Investments -- Note 5 S S 22,976
Total.other assets ‘, o ) - . o o 43329
Totalassets . . T 8137554

' See Auditors' R'e"port o Sh&pﬁﬁ‘@

‘and Notes to Financial Statements. : K
S \ AN Goldstein - Moses, LLP

2. ) : o o " Certified Public Acconntants and Consultanis




)

STATEMENT OF ASSETS AND LIABILITIES '
(Contmued) o

DECEMBER 31, 2003

* LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES .

»Pensvijon'payqble' , | T R I - | o §__ 5324
Total cuirent liabilities . DR .53
LONG-TERM LIA‘BILIT‘IESV | |
Notepayagle--NoteZ -'“ S A\ " S o a o '23,300
;;To{ai long-term liabilities S - 23300
Total liabilities -~ D R . ome

COMMITMENTS - Note 6

' 'STOCKHOLDERS' EQUITY

Common stock, par value $.01 per share; authorlzed 10 000 shares

issued and outstanding 4,250 shares .~ P P 42
Additional pald in capltal -- Note 9 e o 1,304,958
Retained eammgs 3 T 0 __ 41918
Total'stqckholders"‘equity T e 1346918
Total liabilities and stockholders' equity ~ ~ L $.1.375.542

See Auditors' Report » .
and Notes to Financial Statements.

SHm‘pﬁﬁ‘@ ‘ |

G@ﬂds&em - Moses, LLP
3' IR o ‘ ) C Certified Public Accmmmnt\ and Consultants



STATEMENT OF REVENUE COLLECTED AND EXPENSES PAID

YEAR ENDED DECEMBER 31,2003~

% of -

REVENUES FOR SERVICES -- NOTE 8 ‘

' EGENERAL AND ADM]NISTRATIVE EXPENSES

INCOME FROM OPERATIONS

OTHER INCOME AND LOSS _ A .
Interest and dividend i income T 0
Loss on abandonment of property, plant, and equ1pment - Note 4
Loss on investments

NET INCOME

" - Retained earnfnge,'beginhing of year

Shareholder distributions

Retained earnings, end of year

4.‘

See Audltors Report
"and Notes to Fmanmal Statements

$ 3,842,089

433.430°

10,982

(49.234)

(2.910)

. Revenues

3408659 8872

_(41.162) -

392,268

- 204150 - -

_(370,500)

$_ 41918 -

Shapire

- Goldstein . ‘Moses, LLP

Cerrtified Public Accountants and Consultunts



' STATEMENT OF CASH FLOWS

" YEAR ENDED DECEMBER 31,2003

‘CASH FLOWS FROM OPERATING ACTIVITIES
Net income .
Adjustments to reconcrle net income to

‘ net cash from operating activities: -

* Depreciation and amortization

Loss on abandonment of property, plant and equrpment -

N Loss on investments
Changes in operating assets and llabrlltles
Increase in other receivables

~ Increase in security deposit and rent prepayment
Tncrease in pensmn payable '

o Net cash proVided by operating activ-it’ies ,

. CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and. equrpment ‘
Stock issued to directors in lieu of fees -

- Increase in due from stockholder

Shareholder distributions

" Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES -

Net cash provided by financing activities -
'Net decrease in cash and equivalents -
‘ Cash and cash equlvalents begmmng of year

Cash and cash equrvalents end of year ‘

. See Auditors' Report
and Notes to Financial Statements. -

s

$ 392268

137,923
149,234
2910

(107,388)

(14,977)

2471

462441

" (182.,861)
25,000

0 (8,238)
(370,500

(536,599)

(74,158)

1,209,513

' $ 1.135.355

Shapiro o

Goldstein -

- Mioses, LLP

Certified Public Acconntants and Consuliants



* NOTES.TO FINANCIAL STATEMENTS
' YEAR ENDED DECEMBER 31,2003

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ThlS summary of significant accountmg polrcles of THE NASSAU GROUP INC., (the "Company") is
presented‘to assist in the understanding of the Company's financial statements. The financial statements and
" notes are representations of the Company's management who is responsible for their integrity and objectivity.

~ a. Business Description

The Company operates as a strategrc advrsory firm i in the area of mergers ‘acquisitions, and private capital
rarsmg : - .

_ b. Basis ofaceounting o

The accompanying financial statements have been prepared on the cash receipts and disbursements basis of

-accounting, which. is.a comprehensive “basis of accounting other than generally accepted accounting
principles. The cash basis differs from generally accepted accounting prmcrples prrmanly because the effect
of non-cash transactions is not reﬂected in the ﬁnancral statements o ‘

c. Property. and. equipment 1

Property and equrpment are camed at cost. Depre01at10n of property and equrpment is provrded using an
accelerated. method for ﬁnanc1al purposes over their. estrmated useful lives, generally five to seven years

d. Income taxes .

- The Company has elected to be taxed under Subchapter "S" of the Internal Revenue Code for Federal .
purposes:. The Company's shareholders will bear the burden of any income taxes arising out of the Company's -
results of operatrons The Company provrdes for income taxes for local Jurrsdlctlons

e. Use of Estimates

Management uses estrmates and assumptrons in preparlng these ﬁnancral statements in accordance with
generally accepted accounting principles. ‘Those estimates and assumptions affect. the reported amount of -
assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and
expenses. Actual results eould vary from the estlmates that, were used.

S}haprro }
Goﬁdstem - Moses,LLP

. 6. ' oo Certified PubhcAqunmm\ and Consultants




" NOTES' TOE‘lNANCIAL ‘STATEMENTS
YEAR ENDED DECEMBER 31 2003

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

-"f Cash Cash Equlvalents and Concentratwns of RlSk

Consist of cash on hand cash held in bank checkmg accounts,’ and cash held in money market or savmgs
accounts. . - :

The statements of cash ﬂows classrfy changes in cash and cash equrvalents (short-term hlghly liquid
‘mvestments readlly convertible into cash with an or1g1na1 matur1ty of. three months or less) according to‘
' operatmg, mvestmg, or ﬁnancmg act1v1t1es ' ‘

: Fmanmal instruments- which potentlally expose the Company to concentratlons of I‘lSk cons1st principally of
cash marketable securltles and accounts receivable. - :

The Company places its cash with a financial mst1tut10n wh1ch management considers to be of h1gh quality;
however, at times such deposits may be in excess of the Federal Deposrt Insurance Corporatlon insurance
hm1t : : :

Concentration of credit risk with respect to accounts receivable can result from a significant portion of the
revenues being derived from a small number of entities: The Company generally extends credit to its -
customers without collateral; however, it closely monitors extensions of credit and its customers consist of
very large commerc1a1 éntities to whom management beheves credit can be issued to with mmlmal r1sk '

NOTE 2 - RELATED PARTY TRANSACTIONS |

vAt December 31, 2003 the principal stockholder owed the Company $10, 207 This shareholder loan is non- -
interest bearing and is expected to be repa1d w1th1n the next twelve months and is therefore clas51ﬁed as
- current. :

In December 2000 the Company borrowed $23 300 from 1ts prlnCJpal stockholder in order to /invest in
NASDAQ. The note calls for interest accruing at a rate of 5 percent per annum and the note is due in one
installment on or before December 31, 2003. This maturity date has been extended by the prmc1pal
stockholder to December 31,2004. The note is collaterahzed by thrs investment.

"N OTE 3-- OTHER RECEIVABLES

‘As of December 31, 2003 the Company was due $30,723 resultmg from the- erroneous overpayment of
payroll taxes.. This amount was refunded in January.2004. In addition, the Company was due reimbursement
of $76,665 from its subtenant, representing the subtenant‘s share of the cost of 1mprovements made to the new
office premlses ( See Note 6 ) : : :

Shapﬁm
- Goldstein, ' Moses,LLP

7. ' . . ' Certified Public Acwnnmm aid Consultants




NOTES TO FINAN CIAL STATEMENTS
~ YEAR ENDED DECEMBER 31, 2003 .

NOTE 4-- PROPERTY AND EQU]PMENT

SoftwareandWebDes1gnCosts EEEDE : . I s 25",]5'.3>

-Office Equipment - Lt - 139,211
Furniture & Fixtures . = . . v c.ooo . 69,823
‘Leasehold Improvements o T T o 119401

S B 353,588
Less: Accumulated depreciation’ ~ L _ o
and amortization . .~ T e . _.274325
' . ' o L 8 79,263'

- The total charges to income for deprecrat1on and amortlzatron of these assets were $l37 923 for 2003. In
addmon leasehold improvements w1th anet book value of $49, 234 were abandoned durmg 2003

- NOTE 5 IN‘VE'STMENT‘S '
The Company has 1nvested in two’ separate ent1t1es and is usmg the equlty method of accountmg for both of

these investments. These mvestments consrst of the followmg

) An or1g1nal investment of $54 750 in a technology orrented consultmg group orgamzed asaLLC,and -
-(2) The purchase of 500 shares and 1200 warrants of NASDAQ at'a cost of $23,300.

All of the above. represent m1nor1ty mterests in. each ent1ty with no ascertamable fair market value

: N OTE 6 -- LEASES

‘ The Company entered mto a five year ofﬁce lease Wl‘llCh commenced August 1, 1999 The lease called for "
annual rentals through July 31, 2004 with a base rental in the final year of the lease in the amount of $32,256.
- Effective June 15, 2003, the Company entered into a.replacement lease expiring in June 2009 with the same"
landlord for larger premrses at the same locatlon The new lease prov1des for minimum annual base rentals as

follows

June 15, 2003 - June 14, 2004, ' s 104 580«
June 15,2004 - June 14,2005 - . 104,580
© June 15,2005 - June 14,2006 - . - - 109,560 .
June 15, 2006 - June 14, 2007 _ © 109,560
June 15,2007 - June 14,2008 . . S - 119,520.
. Thereafter | 124,500
" Total T S 672,300‘

In addition, thé replacement lease includes provisions for payment of electricity charges and ‘escalation costs
) for real estate taxes. The Company shall have the option .of extending the lease for an additional five years
, prov1ded it notifies the lessor in: wrltmg on or before December 15, 2008.. Rental expense, inclusive of -
electricity charges for the year ended December 31 2003 relatmg to both premlses totaled $6S 498.

Shapiro
- Goldstein: < Moses,LLP -

Certified Public Accounranty and Consultants .




NOTES TO FINAN CIAL STATEMENTS
YEAR ENDED DECEMBER 31 2003

' NOTE 6 - LEASES (Continued)

In connection with the premises relocation, the Company entered into a sublease with a'subtenant for the same
term as prov1ded for in the replacement lease. The lease provrdes for base rent, electricity, and real estate tax
escalation costs equal to one-third of the amounts called for in the replacement lease. Rental income,
inclusive of electr1c1ty charges related to this sublease durmg the year ended December 31, 2003 'was $9, 545

The rental income has been offset agamst rent expense in these fmancnal statements.

. NOTE 7 -- PENSION PLAN

~In January, 2001 the Company formed a 401(k) plan’ wh1ch calls for the. matchmg of employee salary
deferrals at a rate of 25 percent. Company contributions related to the year ‘ended December 31, 2003 which
were paid in 2004 and w1ll be recorded as an expense in 2004 were $12, 972

'Effectlve January 1, 2003, the Company formed a deﬁned beneﬁt pens1on plan and a profit sharing plan -
covering all employees after one year of service. Contr1but1ons made under this plan during the year ended
December 31, 2003 were $90,000. - o ' ' R o

NOTE 8 --REVENUES FOR SERVICES B

“Included in revenues are transaction success fees of approx1mately $2, 709 000 Of this total, $616,040 was
received from Affiliated Management Services, Inc., $500,000 from Trolan Technologles Inc., $465,000 from
: ‘VIASYS Healthcare, Inc., and $400 00 from Soil Safe Inc. *

“In connectlon wath its engagement w1th Hl Tech Pharmacal Company, Inc the Company received warrants. -
for the purchase of common stock for the services it rendered. These warrants were exercised in 2003 -
‘ resultmg in revenues ‘of $525,505. These proceeds are mcluded in revenues for services in these financial

o statements.

NOTE 9-- RESTRICTED STOCK-PLAN'

In. 2002 the Company adopted a-plan whereby restr1cted stock awards will be granted to employees officers,
-~ directors, and others. During 2003, the Company issued 25 restricted shares of its common stock to directors
of the Company. The stock was valued at $1,000 per share. This value is based on the amount used in a 1999
stock subscription agreement and the Company believes that this amount- approx1mates fair market value.” The
total of $25,000 is: reflected as an expense and as an increase to additional pard in capltal in these fmanmal
statements ‘ ‘

NOTE 10 =~ SUPPLEMENTARY CASH FLOW INFORMATION

Cash paid for interest was $ 0- e :Slllz:aﬂlvm‘@‘
"Cash paid for income taxes was $250. - .. , ' . Goldstein -, Moses,LLP

’ 9 - Certified Public Accountants and Consultanry
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| - SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES

3 YEAR ENDED DECEMBER 31 2003 -

Percent

of
- Revenues

" Officer's salary '
Office salaries

- Outside services
Board and dlrectors fees
Travel”
Professional fees
Pension expense
Payroll taxes
Rent expense
Telephone
Insurance
Employee benefits
Office expense - -
Entertainment
Auto expense .
Depreciation

- Miscellaneous

- ‘Recruiting expense

" Equipment rental

Seminars and conferénces -

. Advertising
Research fees
. Licenses and fees

Reimbursed expenses .

-$ 426,451

1,703,026
409,604
32,500 -
50,626 -

. 73,774
90,000
77,979

55,953
53,339
57,325
53,472
50,261

- 19,132
10,812
137,923
8,656
. 37,718
© 07301
4276 - |
53,073

75,838
. .9,577

" (89.957)

©$.3.408.650 883

| 'See"Auditor‘é' ‘Repprt. _

11,
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COMPUTATION OF NET CAPITAL AND NET CAPITAL REQUIREMENT

YEAR ENDED DECEMBER 31 2003

COMPUTATION OF NET CAPITAL

Stockholders Equity Qualxﬁed for Net Capltal

- Less Non-Allowable Assets:

Property and Equipment SR . 79,263 4

Security Deposits o . 20,353
Due from stockholder _ . 10,207
. Investments . o ‘ R . . 22.976

Total Non’-Allo‘anble Assets’
 NET CAPITAL

TN

$ 1,346,918

132799

$.1214.119

COMPUTATION OF AGGREGATE ]NDEBTEDNESS

Llabllmes from Statement of Assets and Llabllmes t
, Percentage of Aggregate Indebtedness to Net _Capnta_l

Percentage of Debt to Debt Eqﬁity , “

528624

| 236

2.13

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Mmlmum Net Cap1tal Requ1red
Mmlmum‘Dollar Net Capttal Requlremei_ltv
Excess Net Capltal

‘Excess Net Capital at 1000%

. See A_uditors’ Report.

- '1:‘2-f .

$ 1,908

‘$_ 5,000

$1.209.119 o

$.1214119°

Sfmapnm ,
G@Hdstem ’Mwses,mp

Certified Public Accnunmnr\ and Consultans




| AUDITORS’ REPORT ON MATERIAL INADEQUACIES

YEAR ENDED DECEMBER 31 2003 .

Durmg the perlod of our engagement our aud1t d1d not dlsclose any mater1a1 1nadequac1es in the Companys ‘
accountmg system system of internal accountmg controls or procedures for safeguarding assets

 Shapunle ’d@lem Mgy, C1f

“SHAPIRO GOLDSTEIN & MOSES, L.L.P.

Smpm}: _
G@ﬂdstem M@ses, LLP
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