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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Drake Securities Corp.
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Lee R, Forker, Jr. 617-482-9880

{Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion:-is contained in this Report*

Quin, Rickard, Lipshires & Grupp, LLP

(Name — if indi_vidual. state last, first, middle name)

1410 Providence Highwavy Norwood - MA 02062
(Address) (City) (spmﬁoc Zip Code)
Cemﬁed Public Accountant ' EP ‘| 9
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must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17G33{€)(2).
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OATH OR AFFIRMATION

1, Lee R, Forker Ir , swear (or affirm) that, to the
best of my knowledge and belief the accompanying fmancxal statement and suppomng schedules pertaining to the finn of
Drake Securities Corp. as of

June 30, 2002 , 19 , 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 soley as that of
a customer, except as follows:

S A

NOTARY PUBLIC " Signature
Commission o
W Bypies Sep. 13,2007 President
Title
WWWJH Y WLW“Q@L —
’ Notary ‘Public

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(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 audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
(d) An Oath or Afﬁrmatxon
(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

AOR O OO0OROBEE0OES

**For conditions of conﬁdential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DRAKE SECURITIES CORP.
FINANCIAL STATEMENTS AND SUPPORTING SCHEDULES
PURSUANT TO RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

YEAR ENDED JUNE 30, 2002

Balance Sheet
Statement of Changes in Stockhotders’ Equity
Statement of Cash Flows
Computation of Aggregate Indebtedness
and Net Capital
Notes and Supporting Schedules




1410 Providence Highway Thomas G. Quin, CDA

Norwood, MA 02062 L Wesley H. Rickard, CPA

(781) 551-0040 Arnold D. Lipshires, CPA

Fax (781) 551-0933 Certificd Dublic Accountants Elliot & Grupp, CPA
Quin, Rickard, Lipshires & Grupp, LLD

Independent Auditor's Report

Drake Securities Corp.
185 Devonshire Street
Boston, MA 02110

To the Board of Directors:

We have audited the accompanying balance sheet of Drake Securities Corp. as of June 30, 2002
and the related statements of operations and retained earnings, cash flows and changes in
stockholders' equity 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 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 reasonable basis for our opinion.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in the computation of net capital 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 of the Securities and Exchange Commission.
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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Drake Securities Corp. as of June 30, 2002 and the results of its operations,
cash flows and changes in stockholders' equity for the year then ended, in conformity with
accounting principles generally accepted in the United States of Americaapplied on a consistent

basis.

O,@#W %@W;¢/‘

QUIN, RICKARD, LIPSHIRES & GRUPP, LLP
Certified Public Accountants

August 2, 2002
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DRAKE SECURITIES CORP.

CURRENT ASSETS:
Cash - checking account
Investments ( at market value)
Commissions receivable
Prepaid income taxes
Prepaid expenses
Total current assefs

TOTAL ASSETS

BALANCE SHEET

JUNE 30, 2002

ASSETS

LIABILITIES & STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payable
Total current liabilities

STOCKHOLDERS' EQUITY:

Common stock, no par value; authorized 12,500 shares;

issued and outstanding 1,000 shares
Retained Earnings
Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

The accompanying notes are an integral part of the financial statements.

$ 2,720
338,602
9,040
73
1,535
$ 351,970
$ 351,970
$ 1,466
$ 1,466
10,000
340,504
350,504
$ 361,970




DRAKE SECURITIES CORP,
STATEMENT OF CASH FLOWS
JUNE 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss for the year $ (15,439)

Adjustments to reconcile net loss to net
cash used by operating activities
Changes in operating assets and liabilities:

Investments (3,152)
Commissions receivable (5,808)
Prepaid expenses 356
Accounts payable 1,466

Net cash used by operating activities - (22,577)
DECREASE IN CASH (22,577)
CASH, BEGINNING OF YEAR 25,297
CASH, END OF YEAR $ 2,720

Supplemental information:

Interest expense paid 3 -

Taxes paid | $ 480

The accompanying notes are an integral part of the financial statements
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DRAKE SECURITIES CORP,
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED JUNE 30, 2002

Balance - July 1, 2001

Common stock $ 10,000
Retained earnings ' 355,943
Net loss for the year (15,439)
Balance - June 30, 2002 | 3 350,504

The accompanying notes are an integral part of the financial statements.




DRAKE SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business
The Company is a non-clearing registered broker-dealer and is subject to the Securities and

Exchange Commission's "Net Capital Rule".

Use of Estimates '
The preparation of financial statements in conformity with generally accepted accounting principles
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.

NOTE 2 - INVESTMENTS

Security transactions and related revenues and expenses are recorded in the accounts on the
trade date. In accordance with the "Net Capital Rule", securities are stated at market value on
June 30, 2002. Result of operations for the fiscal year ended June 30, 2002 includes a net
unrealized loss of $16,772.

NOTE 3 - RELATED PARTY TRANSACTIONS

The Company and an affiliate, New England Research & Management, Inc., share facilities and
certain overhead expenses. The net allocation of expenses to the Company was $249,000 for the
year ended June 30, 2002.



DRAKE SECURITIES CORP.
COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
UNDER RULE 15¢ 3-1 OF THE SECURITITIES AND EXCHANGE COMMISSION
JUNE 30, 2002

Aggregate Indebtedness:

Total Aggregate indebtedness ' $ 1,466
Net Capital: 350,504
Total stockholders' equity
Deductions:
Prepaid income taxes $ 73
Prepaid expenses 1,635
Haircuts 29,505 31,113
Net capital $ 319,301

Capital Requirements

The larger of 12.5% of aggregate indebtedness 183
{(see note below)
Minimum dollar net capital requirement 100,000
Net capital in excess of requirement 219,391
Net capital as above ' $ 319,391
Ratio of aggregate indebtedness to net capital 0.46%

NOTE: The company is subject to the net capital rule of the Securities and
Exchange Commission, which provides that aggregate indebtedness
may not exceed fifteen times net capital.

Reconciliation of net capital to net capital on unaudited Part IIA FOCUS
Report dated June 30, 2002

Net capital (line 10) unaudited FOCUS Report ~$ 320,554
Less adjustments for accrued expenses 1,163
Adjusted net capital | $ 319,391

The accompanying notes are an integral part of the financial statements.
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DRAKE SECURITIES CORP.
STATEMENT IN LIEU OF COMPUTATION FOR DETERMINATION
OF RESERVE REQUIREMENTS FOR BROKER-DEALER UNDER RULE 15¢ 3-3
. JUNE 30, 2002

The Company maintains customers' accounts, if any, with other broker-dealers on a fully disclosed basis;
accordingly, the Company is exempt under the provision of subparagraph K(2) (b) of Rule 15¢ 3-3.
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1410 Providence Highway - Thomas G. Quin, CPA

Norwood, MA 02062 DL@C Wesley H. Rickard, CDA

(781) 551-0040 Arnold D Lipshires, CPA

Fax (781)551-0933 Cerlificd Dublic Accountants Elliot &. Grupp, CDA
Quin, Rickard, Lipshires & Grupp, LLD

Independent Auditor's Report

Board of Directors
Drake Securities Corp.
Boston, MA 02110

In planning and performing our audit of the financial statemerts of Drake Securities Corp. for the
year ended June 30, 2002, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the consolidated 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 (including tests of compliance with such practices and
procedures) followed by Drake Securities Corp. 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 the reserve required by rule 15c3-
3(e).

The management of the Company is responsible for establishing and maintaining an internal
control structure 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 internal control structure policies and procedures 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 Commission's above-mentioned
objectives. Two of the objectives of an internal control structure 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 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 structure or the practices and procedures
referred to above, errors or irregularities 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.



Drake Securities Corp. -2-

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure 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 the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities 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 the internal control structure, including procedures 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 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 purposes. Based on this understanding and on our
study, we believe that the Company's practices and procedures were adequate at June 30, 2002
to meet the Commission's objectives.
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QUIN, RICKARD, LIPSHIRES & GRUPP, LLP
Certified Public Accountants

August 2, 2002



