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INDEPENDENT AUDITOR'S REPORT

To the Owner of Quayle & Co. Securities:

I have audited the statements of financial condition of Quayle &
Co. Securities (a Michigan proprietorship) as of December 31,
2001 and 2000, and the related statements of earnings, owner's
capital and cash flows for the years then ended. These financial
statements are the responsibility of the Company's Management. My
regponsibility is to express an opinion on these financial
statements based on my audits.

I conducted my audits in accordance with auditing standards
l generally accepted in the United States of America. Those
. standards required that I 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
I test basgsis, evidence gupporting the amounts and disclosures in
the financial statements. An audit also includes assessing the
accounting principles used and significant estimates by
l management, as well as evaluating the overall financial statement
presentation. I believe that my audits provide a reasonable basis
I for my opinion.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of
Quayle & Co. Securities at December 31, 2001 and 2000, and the
results of its operations and its cash flows for the years then
ended in conformity with accounting principles generally accepted
in the United States of America.

a:;%;;;é;;;4747/¢§?7#422131c%45f A

Flint, Michigan
February 18, 2002




QUAYLE & CO SECURITIES
BALANCE SHEET, December 31, 2001 and 2000

Year Ended December 31,

2001 2000
ASSETS
Current assets:
Cash $ 5,651 S 2,805
Marketable securities, at fair value 10,998 10,485
Commissions receivable (Note B) -0- 7,385
Deposits or reserves,
broker/ dealer (Note C) 1,218 1,218
Total current assets 17,867 21,893
Property and equipment, net (Note D) 2,526 -0-
§205393 $21,893
LIBILITIES AND OWNER'S CAPITAL
Current liabilities:
Accounts payable S 1,024 $ 1,871
Owner's capital _ 19,369 20,022
§20!393 §21!893

The accompanying notes are an integral
part of the financial statements




QUAYLE & CO. SECURITIES
STATEMENT OF EARNINGS
for the years ended December 31, 2001 and 2000

Year Ended December 31,

2001 2000

Revenues:
Security commissions $ 2,537 $ 1,094
Other commissions 123,555 165,227
Gain from sale of marketable securities 886 179
Interest and dividends 185 266
127,163 166,766

Expenses:
Agent commissions 102 189

Communications, occupancy and

equipment rental 9,296 8,827
Regulatory fees and expenses 2,566 4,450
Other operating expenses 12,958 22,028
24,922 35,494
Net earnings from operations $102,241 $131,272

The accompanying notes are an integral
part of the financial statements




QUAYLE & CO. SECURITIES
STATEMENT OF OWNER'S CAPITAL

for the year ended December 31,

2001 and 2000

Balance at beginning of year

Net earnings

Comprehensive income:

Unrealized gain (loss) on marketable
securities

Capital withdrawals by owner

Balance at end of year

Year Ended December 31,

2001 2000
$ 20,022 $21,458
102,241 131,272
(1,217) 2,192
(101,677) (134,900)
$ 19,369 $20,022

The accompanying notes are an integral
part of the financial statements




QUAYLE & C0. SECURITIES
STATEMENT OF CASH FLOWS
for the years ended December 31, 2001 and 2000

Year Ended December 31,

2001 2000
Cash flows from operating activities:
Net earnings $102,241 $131,272
Noncash items included in earnings:
(Gain) loss on sale of marketable securities (886) (179)
101,355 131,093
(Increase) decrease in operating receivable 7,385 2,470
Increase (decrease) in operating payable _(847) 1,219
Cash provided by operating activities 107,893 134,782
Cash flows from (payment of) financing activities:
Acquisition of capital assets . (2,526) -0-
Owner's capital withdrawals ' (101,677) (134,900)
Deposit, broker/dealer -0- -0-
Cash used for financing activities (104,203) (134,900)
Cash flows from investing activity:
Purchase of marketable securities {4,180) -0-
Proceeds from sale of marketable securities 3,336 619
Cash from investing activities 844 619
Increase (decrease) in cash 2,846 501
Cash at beginning of year 2,805 2,304
Cash at end of year S 5,651 $ 2,805

The accompanying notes are an integral
part of the financial statements




NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies:

The company, a proprietorship, is a securities broker-dealer
in mutual funds and limited partnerships. The Company as
well as its contracted agents are required to be licensed by
the National Association of Securities Dealers (NASD). The
Securities and Exchange Commission empowered NASD with the
authority to license and regulate all broker-dealers and
agents.

In addition the Company has entered into a "Carrying
Agreement" which allows the licensed owner to sell listed
stocks and bonds through Cantella & Co.

No customer transactions flow through the Company records.
All customers make their investments payable directly to the
respective mutual fund or limited partnership. Listed stock
and ‘bond investments are made payable directly to Cantella &
Co.

Related commissions are recorded upon Company approval of
each transaction, generally by the third businesg day
following the transaction date. Commission income and
related expenses for transactions executed, but not yet
settled, were not material.

Furniture and egquipment was purchased at year end with no
depreciation taken in 2001. The straight-line method over
eight years will be used.

Income taxes have not been provided in the accompanying
financial statements because earnings are not taxable to the
Company as such, but are includable in the individual tax
return of the owner.

Commissions Receivable and Payable:

The commissions receivable from investment companies and
payable to agents represent balances resulting from normal
cash transactions. Commissions receivable and payable are
recorded at the time of the transaction approval. There were
only commissions receivable at December 31, 2000.
Investments owned by customers are not reflected in the
financial statements.




NOTES TO FINANCIAL STATEMENTS, CONTINUED

Deposgits or Reserves, Broker-Dealer:

The Company has entered into a "Carrying Agreement" with
Cantella & Co for security transactions which include listed
stocks and bonds. Under the terms of this agreement, no
deposit is required. The current "Carrying Agreement" may be
terminated by either party, with or without cause by a 30
day written notice. A reserve, a requirement of one mutual
fund in case a transaction is later reversed, amounts to
$1,218 for 2001, and $1,218 for 2000.

Property and Equipment:

The major class of property and equipment is as follows:

2001 2000
Furniture and Equipment $5,517 $3,725
Less: Accumulated Depreciation 2,991 3,725

52,526 S _-0-

Net Capital Requirement:

The Company is subject to the Securities and Exchange
Commission's Uniform Net Capital Rule {(Rule 15c-1), which
requires the maintenance of minimum net capital. The Company
deals in mutual funds and limited partnerships and is
required to maintain a minimum net capital of $5,000. NASD
requires that the net capital not fall below 120 percent of
the required minimum or $6,000. The Company's net capital at
December 31, 2001 and 2000 is as follows:

2001 2000
Owner's Capital $19,369 $20,022
Legs:
Furniture and Equipment (2,526) -0-
Haircut on cash, Brokers (135) (53)
Haircut on Securities (1,650) (1,573)
Reserves, Broker-Dealer (1,218} (1,218)
Net Capital $13,840  $17,178




NOTES TO FINANCIAL STATEMENTS, CONTINUED

Comprehensive Income:

In 2001, the unrealized loss related to the failr value of
the marketable securities on the balance sheet has been
shown as comprehensive income, and is included in the
Statement of Owner's Capital. The following reflects the
activity during 2001 and 2000.

Unrealized

Gains on

Securities

2001 2000

Beginning balance $5,102 $1,371
Adjustment to prior years 1,539
Current period change {(1,217) 2,192
Ending balance $3,885 $5,102

The adjustment to prior years was due to a presentation
error in the prior years of not accumulating the
comprehensive income.




Requirements Under Rule 15c¢3-1 and 15¢3-3

Computation of Net Capital:

There is an immaterial difference between the computation of
net capital disclosed in Note E of the audited financial
statements and the net capital requirement as reported by the
Proprietorship in Part II of Form X-17A-5 as of December 31,
2001. There was a decrease in capital of $1,024 due to the
recording of accounts payable at December 31, 2001. As
previously reported, there was a material difference in the
year ended December 31, 2000 of $5,505 due to the recording of
additional accounts receivable at year end.

Computation of 15¢3-3 Reserve Requirements:

Quayle & Co. Securities does not hold any customer securities.
As stated in Note A, no customer transactions flow through the
Company records.

Material Inadequacies:

The audit conducted in accordance with generally accepted
auditing standards did not disclose any material inadequacies
although all accounts payable were not properly recorded at
year end. In reviewing January, 2002 cash expenses, it
appeared that some invoices did not arrive in a timely manner
to be included in Form X-17A-5 computation. In the future, the
owner will try to get that information on a timely basis.




