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OATH OR AFFIRMATION

1, Jonathan Gutman , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Nandra Group, Inc. , as
of December 31 ,2005 , 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:

"‘B
S
. >

Signature

S|dent

Title
LINDA GETZONE
No

tary Public, State of N
Notary Public No. ol aaate of New York

Qualified in New York County
This report ** contains (check all applicable begeshission Expires April 17, M&
& (a) Facing Page.
X (b) Statement of Financial Condition.
X (c) Statement of Income (Loss).
B (d) Statement of Changes in Financial Condition.
B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
Kl (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
Kl (g) Computation of Net Capital.
X
]
X
d
IX!
O
O

(h) 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.

() 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 andited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(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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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
and Stockholders of

Nandra Group, Inc.

New York, New York

We have audited the accompanying statement of financial condition of Nandra Group, .Inc. as of
December 31, 2005, and the related statements of operations, changes in stockholders’ equity,
changes in liabilities subordinated to claims of general creditors, and cash flows for the year then
ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company's management. Our responSIbmty 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 fo 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 Nandra Group, Inc. as at December 31, 2005, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying information is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information
required by Ruie 17a-5 under the Securities Exchange Act of 1934, Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements, and in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Gk o T w2 P

RAICH ENDE MALTER & CO. LLP
New York, New York
February 24, 2006
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NANDRA GROUP, INC.

Statement of Financial Condition
December 31, 2005

ASSETS
Cash and Cash Equivalents : $ 7,327
Commissions Receivable 172,915
Due From Clearing Broker , 215,390
Other Assets 11,680
$ 407,312
LIABILITIES AND
STOCKHOLDERS' EQUITY
Liabilities
Accrued expenses and other liabilities $ 248,983
Stockholders' Equity
Common stock - no par value, 200 shares authorized;

11 shares issued and outstanding 55,000
Additional paid-in capital 645,000
Accumulated (deficit) (541,671)

158,329
2407312
See notes to financial statements. 2
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NANDRA GROUP, INC.

Statement of Operations
For the Year Ended December 31, 2005

Revenues
Commissions $ 3,426,301
interest income 3,999
3,430,300
Expenses
Salaries and bonuses 1,773,142
Payroll taxes and employee benefits 92,277
NYSE membership lease expense 122,000
NYSE dues and expenses 233,798
Telephone 59,341
Commissions paid 554,847
Clearance charges 22,244
Error account ' ‘ 114,448
Travel and entertainment 75,012
~ Professional fees 168,534
Quotron 66,092
Insurance 67,613
New York City and State General Corporation Taxes 13,711
Profit-sharing plan 48,785
Rent 13,200
Office and other 55,916
Contributions 6,640
3,487,600
Net (Loss) ‘ $ (57,300)
See notes to financial statements. 3




NANDRA GROUP, INC.

Statement of Cash Flows
For the Year Ended December 31, 2005

Cash Flows From Operating Activities
Net (loss)
Adjustments to reconcile net (loss) to net cash
provided by operating activities:
Changes in operating assets and liabilities:
(Increase) decrease in:
Commissions receivable
Due from clearing broker
Other assets
Increase (decrease) in;
Accounts payable and accrued expenses
Due to broker

Cash Flows From Financing Activities
Distribution to stockholders
Repayment of ioan payable

(Decrease) In Cash and Cash Equivalents

Cash and Cash Equivalents - beginning of year

Cash and Cash Equivalents - end of year

Supplemental Cash Flow Information
Cash paid for taxes

See notes to financial statements.

$ (57,300)

100,996
56,291
(6,370)

12,270

§6,3342
99853

(7,105)

(99,960)
(107,065)

(7,512)
14,839
7.327

$*

$ 13711



NANDRA GROUP, INC.

Statement of Changes in Stockholders’ Equity
For the Year Ended December 31, 2005

Additional
Common Paid-in Accumulated

Stock Capital (Deficit) Total
Balance - January 1, 2005 $55000 $ 645000 § (477,266) $ 222,734
Net (Loss) ' | | - - (57,300) (57,300)
Distributions to Stockholders - - (7,105) (7,105)
Balance - December 31, 2005 $ 55000 $ 645000 § (541.671) § 158,329
See notes to financial statements. _ 5
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NANDRA GROUP, INC.

Statement of Changes in Liabilities Subordinated to Claims of Creditors
For the Year Ended December 31, 2005

Beginning of Year
New York Stock Exchange membership
contributed for use by the firm subordinated to

claims of general creditors $ 1,050,000
Less: Withdrawal of New York Stock Exchange Membership 1,050,000
End of Year o $ -
See notes to financial statements. 6
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NANDRA GROUP, INC.

Notes to Financial Statements
December 31, 2005

1 -

Continued

ORGANIZATION AND BUSINESS

Nandra Group, Inc. (the “Company’) is a member of the New York Stock Exchange
("NYSE") and is also registered as a broker-dealer with the Securities and Exchange
Commission ("SEC”), and the Securities Investor Protection Corporation (“SIPC”).

The Comp'a‘ny executes orders on behalf of other brokerage firms and is appfoved to
do a public customer business. Currently, the Company carries no customer
accounts.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Cash Equivalents - For purposes of the Statement of Cash Flows, the Company
considers all short term debt securities purchased with a maturity of three months
or-less as well as money market funds, to be cash equivalents.

b. Revenue Recognition ~ Commission revenue and related expenses are
recorded on a settlement date basis. The use of settiement rather than trade date
does not materially affect the results of operations.

c. Income Taxes - The Company with the consent of its stockholders has elected
under the Internal Revenue Code and New York State tax regulations to be taxed
as an S corporation. Under S corporation status, the Company’s net income or
loss is passed through to its stockholders. The Company continues to pay
New York State and City corporate taxes.

d. Use of Estimates - 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. The estimates and
assumptions affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilites 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.

RECEIVABLE FROM BROKERS

The ¢learing and depository operations for the Company's securities transactions are
provided by the Clearing Brokers pursuant to a clearance agreement.

At December 31, 2005, the amount due from the Clearing Brokers represents cash
deposits maintained at the Clearing Broker and commission revenue earned as an
introducing broker for its customers, net of clearing expenses.
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NET CaPITAL REQUIREMENT

As a member of the New York Stock Exchange, the Company is subject to the
Securities and Exchange Commission’s Uniform Net Capital Rule, which requires the
maintenance of minimum net capital, as defined, of the greater of $5,000 or 6-2/3% of
aggregate indebtedness, as defined. At December 31, 2005, the Company had net
capital of $53,064, which was $36,457 in excess of its required net capital of $16,607.

PROFIT SHARING PLAN

The Company is a sponsor of a defined contribution profit sharing plan for its eligible
employees. Contributions to the plan, if any, are determined by the employer and
come out of its current profits. The employer’'s contribution for any fiscal year shall not
exceed the maximum allowable deduction to the employer under the provisions of the
Internal Revenue Code. The current year's expense was $48,785.

COMMITMENT

As of December 31, 2005, the Company leases two memberships on the NYSE. Both
leases expire the sooner of May, 2006 or the effective closing date of the NYSE and
Archipelago merger.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET CREDIT RISK

Pursuant to a clearance agreement, the Company introduces its public customer
securities transactions to a clearing broker on a fully-disclosed basis. All of the
customers’ money balances and Jong and short security positions are carried on the
books of the clearing broker. In accordance with the clearance agreement, the
Company has agreed to indemnify the clearing broker for losses, if any, which the
clearing broker may sustain from carrying securities transactions introduced by the
Company. In accordance with industry practice and regulatory requirements, the
Company and the clearing broker monitor collateral on the customers’ accounts.

In the normal course of business, the Company’'s customer 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.
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NANDRA GROUP, INC.

Supplementary Information - Computation of Net Capital Pursuant to
Uniform Net Capital Rule 15¢c3-1 of the Securities and Exchange Commission
December 31, 2005 Schedule |

COMPUTATION OF NET CAPITAL

Total Stockholders' Equity Qualified for Net Capital $ 158,329
Deductions:
Non-allowable assets - assets not readily convertible to cash:
Receivables from brokers or dealers - non-allowable 93,585
Other assets 11,680
) : 105,265
Net Capital ' - 53,064

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Computation of Aggregate indebtedness

Accounts payable and accrued expenses 248,983
Total Aggregate Indebtedness $ 248983

Minimum Net Capital Requirement - 6.67% of adjusted

aggregate indebtedness $ 16,607
Net Capital in Excess of Requirement $ 36457
Ratio of Aggregate Indebtedness to Net Capital . 469101

9
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NANDRA GROUP, INC.

Supplementary Information - Computation For Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2005 Schedule ll

The provisions of Rule 15¢3-3 are not applicable to the Company as of December 31, 2005 in
accordance with Rule 15¢3-3(k)(2)(ii).

10
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NANDRA GROUP, INC.

Supplementary Information - Reconciliation of the Computation of
Net Capital as of December 31, 2005 Required Pursuant to

SEC Rule 17a-5(d)(4) Schedule il
Reconciliation of the Audited Computation of Net Capital as of December 31, 2005
and the corresponding Computation of Net Capital included in the Unaudited Form
X-17A-5 Part llA filed by Nandra Group, Inc. on January 21, 2006
Computation of Net Capital, per Form X-17A-5 Part lIA filed January 21, 2006 $ 69,457
Adjustments proposed by independent auditors which increased net capital and approved by
management subsequent to filing Form X-17A-5 Part 1A
(iy Accruing additional expenses paid in 2006 attributed to 2005 (16,393)
(i) Accruing a credit due from vendor 10,901
(ili) Increase in unallowable assets (10,801)
Net Capital Computation as Audited by independent Auditors $ 53,064
Note Changes in Aggregate Indebtedness:
Unaudited Form X-17A-5 Part 11A 3 247,590
Adjustments proposed by independent auditors which increased Aggregate Indebtedness
(i) Additional accruals of expenses 16,393
(i) Decrease in guaranteed remaining seat lease obligations (15,000)
S 248983
Net increase $ 1,393
11
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) INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors
and Stockholders of
Nandra Group, Inc.

in planning and performing our audit of the financial statements of Nandra Group, Inc. (the
“Company”), for the year ended December 31, 2005, we considered its internal control, including
control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the basic financial statements and not to provide assurance on
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and procedures
foliowed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13.

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

3. Obtaining and maintaining physical possession or contro! of all fully paid and excess
margin securities of customer 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 controls 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 SEC’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 the 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.

Because of inherent limitations in any internal control or the practices and procedures referred to
above, error or fraud may 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.

12
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To the Board of Directors

and Stockholders of
Nandra Group, Inc.
Page Two

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 internal control components does not reduce to a relatively low level the risk that
misstatements caused by error 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 invoiving the
internal control, including control activities for safeguarding 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 SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2005, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, New York Stock Exchange, and other regulatory agencies which 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 to be and should not be used by anyone other than these specified parties.

/ng Aot %*ﬁ.%f/

RAICH ENDE MALTER & CO. LLP
New York, New York
February 24, 2006

13




