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OATH OR AFFIRMATION

1, ‘:].—‘/‘/‘d/\ ars Lﬁx e //e— , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

The Nassau Group, Zne. , as
of /\M e sy 3/ ' ,20 022, 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:
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H. AGOSTO
NOTARY PUBLIC

Expires Janaery 34, 2008
report ** contains (cHeck all 'ap;ﬁcagie boxes):

(a) Facing Page.
(b) Statement of Financial Condition.
X (c) Statement of Income (Loss).
PBd (d) Statement of Changes in Financial Condition.
[J (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.
3 (g) Computation of Net Capital.
B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
J () 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.
3 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
¥ (1) An Oath or Affirmation.
[J (m) A copy of the SIPC Supplemental Report.
(n) Areport 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).
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* REPORT OF INDEPENDENT AUDITORS

To the Stockholders |
THE NASSAU GROUP, INC.
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, 2002, and the related statéments of revenue collected and
expenses paid and the 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 f manc1a1 statement presentation. W e b elieve that our audits 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 comprehenswe basis ‘of accountmg other than generally accepted accounting
prmmples

In our opinion, the financial sta’tenierits referred to above present fairly, in all material respects, the assets and
liabilities arising from cash transactions of THE NASSAU GROUP, INC. as of December 31, 2002, and its
revenue collected and expenses paid during the year then ended, on the basis of accounting described in Note
1. ' :

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
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 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.

m%m@ww

Jericho, New York ‘ k SHAPIRO GOLDSTEIN & MOSES, L.L.P.
March 24, 2003

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, 2002
“ ASSETS
CURRENT ASSETS
Cash and cash équivalents -- Note 1- - - | S $ 1,209,513
~ Due from st_ockhplder -- Note 2 ' o 1,969
Total current assets R o o 1,211,482
PROPERTY AND EQUIPMENT - at cost - Note 3 83.559
OTHER ASSETS s o | '
Security deposit o o _ - 5,376
_ Investments -- Note 4 , ‘ : 25,886/
Total other assets ‘ ‘ | E | 31,262 .
Total assets - . S ) - §.1.326303
See Auditors' Report Shapim

and Notes to Financial Statements. - s
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STATEMENT OF ASSETS AND LIABILITIES
: (Continued)

DECEMBER 31,2002

LIABILITIES AND STOCKHOLDERS' EQUITY.

CURRENT LIABILITIES
401K payable
Total current liabilities
LONG-TERM LIABILITIES
Note payable -- Note 2
Total long-term liabilities
Total liabilities
COMMITMENTS -- Note 5 .
STOCKHOLDERS' EQUITY o
Common stock, par value $.01 per share; authorized 10,000 shares,
issued and outstanding 4,225 shares
Additional paid-in capital

Retained earmnings

Total stockholders' equity

Total liabilities and stockholders' ‘e'quflty

See Auditors' Report
and Notes to Financial Statements.

3.

S_ 2853

2,853

23.300

23300

26,153

42
1,279,958
20,150

. _1,300.150

$_1.326.303
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STATEMENT OF REVENUE COLLECTED AND EXPENSES PAID

YEAR ENDED DECEMBER 31,2002

% of
Revenues

FEES FROM SERVICES -- Note 7.

GENERAL AND ADMINISTRATIVE EXPENSES

' INCOME FROM OPERATIONS
OTHER INCOME
Interest and dividend income
Income on investments
NET INCOME
Retai_ried deficit, beginning of year

Retained eamings, end of year

See Auditors' Report
and Notes to Financial Statements.

4,

'$ 3,361,208

343,042

3.018.166

12,449

6.144

18.593

361,635

| (341.485)

S__20.150
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- STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31,2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcﬂe net income to
net cash from operating-activities:
Depreciation and amortization
Income on investments =~
Changes in operating assets and liabilities:
Decrease in prepaid payroll taxes
(Decrease) in installment loan payable
(Decrease) in 401K payable

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant, and equipment

Stock issued to directors in lieu of fees

Decrease in due from stockholder

Decrease in loans and exchanges

Decrease in investments

. Net cash provided by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Net cash provided by financing activities
Net increase in cash and equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Seé Auditors' Report:

and Notes to Financial Statements. -

5.

§ 361,635

29,618
(6,144)

385
(19,890)
. (2.996)

362,608

(13,522)
80,000
8,884
1,458
19.954

96.774

459,382
750.131

§_1.209.513
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_NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

NOTE 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies 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 strategic advisory firm in the area of mergers , acquisitions, and private capital
raising. ‘ ' ‘

b. Basis of accounting-

. 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 principles primarily because the effect
of non-cash transactions are not reflected in the financial statements.

c. Property and equipment -

‘Property and equipment are carried at cost. Depreciation of property and equipment is provided using an
“accelerated method for financial purposes over their estimated 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 operations. The Company prov1des for-income taxes for local jurisdictions.

e.. Use of Estimates

Management uses estimates and assumptions in preparing these financial statements in accordance with
generally accepted a ccounting principles. T hose e stimates and a ssumptions a ffect the reported amount o f
assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and -
expenses. Actual results could vary from the estimates that were used.

Shapire

Goldstem Moses LLP

6. . Certified Public Arrommml s nnd Consultarits




_ MENTS
YEAR ENDED DECEMBER 31, 2002

"NOTE 1 -- SUNHVIARY OF SIGNIFICANT ACCOUNTING POLIC][ES (Continued)

’ _f. Cash, Cash Equivalents, aﬁd' Conceﬁtratibns of Risk

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 classify changes in cash and cash equivalents '(short-term, highly h'quid
investments readily convertible into cash with an original maturity of three months or less) according to
operating, mvestmg, or financing activities.

Financial instruments which potentially expose the Cbmpany'to concentrations of risk consist principally of
cash, marketable securities and accounts receivable.

The Company places its cash with a financial institution which management considers to be of high quality;
- however, at’ tlmes such: dep051ts may be in excess of the Federal Deposit Insurance Corporation insurance
limit.

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 commercial entities to whom management believes credit can be issued to with minimal risk.

"NOTE 2 - RELATEb PARTY TRANSACTIONS

At December 31, 2002 the principal stockholder owed the Company $1,969. This shareholder loan is non-
interest bearing and is expected to be repaid within the next t welve months and is therefore classified as
current. ‘ ’

In December. 2000, the Company borrowed $23,300 from its principal stockholder in order to invest in
NASDAQ. The note calls for interest at accruing at a rate of 5 percent per annum and the note is due in one
installment on or before December 31, 2002. - This maturity date has been extended by the principal
stockholder to December 31, 2003. The note is collateralized by this investment.

%a iro
Gqﬂdsiem "“Meses, LLp
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Less: Accumulated depreciation

NOTES TO F STATEMENTS
, ‘YEAR ENDED DECEMBER 31, 2002

'NOTE 3-- PROPERTY AND EQUIPMENT °

Software and Web Design Costs a % 23,036

Office Equipment —_— ‘ ' \ ' : 97,941
Furniture & Fixtures : : o ‘ o : ‘ 49,750
Leasehold Improvements - ‘ o g Co- : 54,516

' ‘ ' 225,243

and amortization o o o : 141.684
C o ' ‘ ~$_ 83559

The total charges to income for depreciation and amortization of these assets were $29,618 for 2002.

NOTE 4 -- INVESTMENTS

The Company has invested in three separate entities and is using the equity method of accounting for all three
of these investments.

These investments consist of the following:
(1) An original investment of $20 000 in an LLC which provides intermet enabling consulting services,

(2) An original investment of $54, 750 ina technology or1ented consulting group organlzed as an LLC which
was disposed of as of December 31, 2002,

" (3) The purchase of 500 shares and 1200 warrants of NASDAQ at a'cost of $23,300.

All of the above represent minority interests in each entity with no ascertainable fair market value.

NOTE 5 -- LEASES

The Company entered into a five year office lease which commenced August 1, 1999. The lease calls for
annual rentals as follows:

August 1, 2002 - July 31,2003 : : 31,360
August 1,2003 - July 31,2004 o 32,256

The Company shall have the option of extendmg the lease for an additional five years provided it notlﬁes the
lessor in writing on or before February 1, 2004,

In addition, the provisions of the lease include various escalati_on clauses for electricity and real estate taxes.
Rental expense for the year ended December 31, 2002 was $34,496.

_ The Company leases ofﬁce equipment under operating leases with payments totalling approx1mately $1, 200

per month One lease expires in June 2004 while a second lease exp1res in January 2003.
| Shaplm

Goldstein - Moses, Lip
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\SSAU GROUP, INC!
FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

NOTE 6 -- PENSION PLAN

In January, 2001, the Company formed a 401(k) plan which calls for the matching of employee salary
deferralsata rate of 25 percent. ' Company contributions during the year ended December 31, 2002 were
$12,637. o »

NOTE 7 -- SUCCESS FEE

During the year, the Company received suCceés fees of approximately $2,606,000 during 2002. Of that total
$1,439,708 was received from Ott Messtechnik GMBH & Co. KG, and $636,000 was received from Robbins
& Myers. This amount is included in fees from services. ‘ ’

NOTE 8 -- RESTRICTED STOCK PLAN -

During the year, the Company adopted a plan whereby restricted stock awards will be granted to to

employees, officers, directors, and others. Under the terms of this plan, the Company issued 80 restricted

shares of its common stock to five directors of the Company. This 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 approximates fair market value. The total of $80,000 is reflected as an expense in these financial

statements. o :

NOTE 9 -- SUPPLEMENTARY CASH FLOW INFORMATION

Cash paid for interest was $-0-.

. Cash paid for income taxeé was $-0-.

Shapiro
- Goldstein -~ Moses, .ir

5, ’ Certified Public Accountants and Consultants




' SUPPLEMENTARY INFORMATION
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SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES

YEAR ENDED',.DECEMBER 31, 2002

Percent
N ' k ; of .
' - Revenues .

Officer's salary ‘ ' e , $ 1,211,440
Office salaries o e , . 855,572
Outside services : C ‘ : . : 176,146
‘Board and directors fees - - . - o - 95,000
Travel ‘ ‘ o - ‘ 44,671

- Professional fees - : ‘ ' e 71,751
Pension expense : ‘ - 12,637
Payroll taxes ‘ . 79,914
Rent expense ‘ : o - 34,496
Telephone G . : 46,284
Insurance - ' S | _ 39,734
Employee benefits : o : 49,001
Office expense - ‘ ' v ' 51,564
Entertainment C - 24,405
Auto expense o o - ' - 13,673

- Depreciation ' 7 . A 29,618
Miscellaneous - : 9,831
Recruiting expense ‘ o ’ ‘ 1,662
Equipment rental ‘ L _ ' 14,728
Seminars and conferences o . ~ 10,744
Advertising - - . ‘ ' 68,023
Research fees . ‘ 70,798

Licenses and fees . o : - 6.474

$3.018.166 [

Shapire
Goldstein @{\;‘M@ses, LLP
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COMPUTATION OF NET CAPITAL AND NET CAPITAL REQUIREMENT

YEAR ENDED DECEMBER 31, 2002

- COMPUTATION OF NET CAPITAL

Stockholders' Equity Qualified for Net Capital - . ‘ | '$ 1,300,150
Less Non-Allowable Assets: : | o ,

Property and Equipment : ‘ ‘83,559

Security Deposits . o . 5376

Due from stockholder . o ' _ 1,969

Investments : ‘ 25.886
Total Non-Allowable Assets o _1167%
NET CAPITAL ~ - o . $.1,183.360

COMPUTATION OF AGGREGATE INDEBTEDNESS

Liabilities from Statement of Assets and Liabilites . - : o $_ 26.153
Percentage of Aggregaté Indebtedness to Net C‘apital o | S 2.21
Percentage of Debt to Debt Equity o o T 201

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum Net Capital Required : S . a S 1744
Minimum Dollar Net Capital Requirement ) o E ‘ h) 5.000
Excess Net Capital | | | | 51178360
Excess Net Capital at 1000% o | $_1.183.360
Shapire

See Auditors' Report.
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" AUDITORS' REPORT ON MATERIAL INADEQUACIES

- YEAR ENDED DECEMBER 31, 2002

During the period of our engagement, our audit did not disclose any material inadequacies in their accounting
system, system of internal accountmg control or procedures for safeguarding assets.

%@g@mv& M

SHAPIRO GOLDSTEIN & MOSES L.L.P..
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