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I, William J. Caldwell, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supplementary schedules pertaining to the Firm of Tri Equa Capital Corporation as of
January 31, 2002 are true and correct. I further affirm that neither the Company nor any principal officer

or director has any proprietary interest in any account classified solely as that of a customer.
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Statement of Financial Condition

Statement of Operations

Statement of Cash Flows

Statement of Changes in Stockholder's Equity

Statement of Changes in Liabilities Subordinated to Claims of Creditors
Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
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

A Reconciliation between the audited and unaudited Statements of Financial
Condition with respect to methods of consolidation

An Oath or Affirmation
A copy of the SIPC Supplemental Report

A report describing any material inadequacies found to exist or found to have existed
since the date of the previous audit

Independent Auditor's Report on Internal Control

* For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).



CONTENTS

INDEPENDENT AUDITOR'S REPORT

FINANCIAL STATEMENTS
Statement of financial condition
Statement of operations
Statement of changes in stockholder's equity
Statement of cash flows
Notes to financial statements

INDEPENDENT AUDITOR'S REPORT ON THE
SUPPLEMENTARY INFORMATION

SUPPLEMENTARY INFORMATION
Computation of aggregate indebtedness and net capital under Rule 15¢3-1, Schedule 1

9

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

10 and 11




Certified Public Accountants international

“\] MCSGLADREY&PULLEN, LLp Rs

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Tri1 Equa Capital Corporation
Irvine, California

We have audited the accompanying statement of financial condition of Tri Equa Capital Corporation as of
January 31, 2002, and the related statements of operations, changes in stockholder's equity and cash flows
for the year then ended, that you are filing pursuant to Rule 17(2)-5 under the Securities Exchange Act of
1934. 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 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 Tri Equa Capital Corporation as of January 31, 2002, 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.
%c% / ol | L

Anaheim, California
February 27, 2002

McGladrey & Pullen, LLP is an independent member firm of
RSM International, an affiliation of independent accounting and consulting firms.



TRI EQUA CAPITAL CORPORATION

STATEMENT OF FINANCIAL CONDITION
January 31, 2002

Assets
Cash 25,554
Commissions receivable 18,478
Deferred taxes (Note 2) 1,000
45,032
Liabilities and Stockholder’s Equity
Liabilities
Accrued commissions payable 26,310
Accounts payable and accrued expenses 2,405
28,715
Commitments (Note 3)
Stockholder's Equity (Note 4)
Common stock, no par value; 8,000 shares authorized, issued
and outstanding $ 8,000
Additional paid-in capital 27,341
Accumulated (deficit) (19,024)
16,317
45,032

See Notes to Financial Statements.




TRI EQUA CAPITAL CORPORATION

STATEMENT OF OPERATIONS
Year Ended January 31, 2002

Commission revenue

Operating expenses:
Commissions
Salaries, officer
Salaries, office
Bonus
Rent
Insurance
Accounting
Promotion and entertainment
Payroll taxes
Licenses and fees
Office overhead, supplies, postage and telephone
Penalties
Auto
Other

(Loss) before income taxes

Income tax (benefit)
Net (loss)

See Notes to Financial Statements.

$

563,847

277,762
115,075
31,447
61,405
21,734
11,693
10,040
1,892
8,574
3,242
12,509
1,117
9,689
4,380

570,559

(6,712)

(200)

$

(6,512)




TRI EQUA CAPITAL CORPORATION

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

Year Ended January 31, 2002

Additional Total
Common Paid-in Accumulated Stockholder's
Stock Capital (Deficit) Equity
Balance, beginning $ 8,000 % 27341 § (12,512) $ 22,829
Net (loss) - - (6,512) (6,512)
Balance, ending $ 8,000 $ 27,341  § (19,024) $ 16,317

See Notes to Financial Statements.



TRI EQUA CAPITAL CORPORATION

STATEMENT OF CASH FLOWS
Year Ended January 31, 2002

Cash Flows from Operating Activities
Net (loss)
Adjustments to reconcile net (loss) to net cash provided by operating activities:
Deferred taxes
Change in assets and liabilities:
Decrease in commissions receivable
(Decrease) in accounts payable and accrued expenses
Increase in accrued commissions payable
Net increase in cash

Cash
Beginning
Ending

Supplemental Disclosures of Cash Flow Information
Cash payment for income taxes

See Notes to Financial Statements.

(6,512)
(1,000)
6,486

(494)
16,145

14,625

10,929

25,554

800




TRI EQUA CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: Tri Equa Capital Corporation (the Company) operates as a broker/dealer in the sale
of mutual funds and annuity products primarily in Southern California. The Company operates under the
provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934. Additionally, the Company operates
under the provisions of paragraph (k)(1) of Rule 15¢3-3 of the Securities and Exchange Commission and,
accordingly, is exempt from the remaining provisions of that Rule. The requirements of paragraph (k)(1)
provide that the Company will carry no margin accounts, promptly transmit all customer funds and
deliver all securities received in connection with its activities as a broker/dealer, does not hold funds or
securities for, or owe money or securities to, customers, and effectuates all financial transactions with its

customers through a bank account designated as a special account for the exclusive benefit of its
customers.

A summary of significant accounting policies is as follows:

Use of estimates in preparation of financial statements: The preparation of financial statements
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 revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Recognition of revenue: Commissions and related expenses are recognized on the settlement date. At
January 31, 2002, there were no transactions executed but not yet settled. Accordingly, there is no
material difference from recording commission on a trade date basis.

Income taxes: Deferred taxes are provided on a liability method whereby deferred tax assets are
recognized for deductible temporary differences and operating loss and tax credit carryforwards and
deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the
differences between the reported amounts of assets and liabilities and their tax bases. Deferred tax assets
are reduced by a valuation allowance when, in the opinion of management, it is more likely than not that
some portion or all of the deferred tax assets will not be realized. Deferred tax assets and liabilities are
adjusted for the effects of changes in tax laws and rates on the date of enactment.

Note 2. Income Tax Matters

At January 31, 2002, deferred taxes consist of net operating loss carryforwards and are classified on the
accompanying balance sheet as an asset. Realization of deferred tax assets is dependent upon sufficient
future taxable income during the period that carryforwards are expected to be available to reduce taxable
income.

At January 31, 2002, the Company has federal and state net operating loss carryforwards of
approximately $5,500 and $2,400, respectively, to be applied against future federal and state taxable
income. These carryforwards expire January 31, 2022 and January 31, 2012.



TRI EQUA CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

Note 2. Income Tax Matters, Continued

The provision for income taxes consists of the following for the year ended January 31, 2002:

Current $ 800
Deferred (1,000)
$ (200)

The income tax provision differs from the amount of income tax determined by applying the U.S. federal
Income tax rate to pretax income for the year ended January 31, 2002 due to minimum state income taxes.

Note 3. Lease Commitments and Rent Expense

The Company leases its office facilities under an operating lease agreement whereby expense is allocated
among two other entities related through common ownership. The lease expires December 2004. Future
lease commitments are: 2003 $22,308, 2004 $22,308 and 2005 $20,449 (total $65,065). Rent expense
for 2002 was $21,734.

Note 4. Net Capital Requirements

The Company is subject to the Uniform Net Capital Rule of the Securities and Exchange Commission
(Rule 15¢3-1) which requires the maintenance of a minimum amount of net capital and that the ratio of
aggregate indebtedness to net capital, both of which are defined, should not exceed 15 to 1. The Rule also
provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio
would exceed 10 to 1. At January 31, 2002, the Company had net capital and net capital requirements of
$7,041 and $5,000, respectively. The Company's net capital ratio was 4.1 to 1.
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INDEPENDENT AUDITOR'S REPORT ON THE
SUPPLEMENTARY INFORMATION

To the Board of Directors
Tri Equa Capital Corporation
Irvine, California

Our audit was conducted for the purpose of forming an opinton on the basic financial statements taken as
a whole. The supplementary information contained in Schedule 1 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 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.

%c%_//xoé&m/ L,

Anaheim, California
February 27, 2002

McGladrey & Pullen, LLP is an independent member firm of
RSM International, an affiliation of independent accounting and consulting firms.



TRI EQUA CAPITAL CORPORATION SCHEDULE 1

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
UNDER RULE 15¢3-1

January 31, 2002
Aggregate Indebtedness
Accrued commissions payable $ 26,310
Accounts payable and accrued expenses 2,405
Aggregate indebtedness $ 28,715
Net Capital
Total stockholder's equity from statement of financial condition $ 16,317
Nonallowable commissions receivable (8,276)
Nonallowable deferred tax asset (1,000)
Net capital 7,041
Minimum net capital required 5,000
Net capital in excess of minimum requirement $ 2,041
Ratio of aggregate indebtedness to net capital 4.1to1

Note: There are no material differences between the amounts represented in the computation of net capital set
forth above and the amounts as reported in the Company's unaudited Part II-A focus report. Accordingly,
no reconciliation is deemed necessary.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL

To the Board of Directors
Tri1 Equa Capital Corporation
Irvine, California

In planning and performing our audit of the financial statements of Tri Equa Capital Corporation (the
Company) for the year ended January 31, 2002, 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 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 and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15c¢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 followed by the Company in any of the following:

(1) Making the quarterly securities examinations, counts, verifications and comparisons
(2) Recordation of differences required by Rule 17a-13

(3) 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

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 preparation of financial
statements in accordance with accounting principles generally accepted in the United States of America.
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.
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McGladrey & Pullen. LLP is an independent member firm of
RSM International, an affiliation of independent accounting and consulting firms.
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Because of inherent limitations in 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. Our consideration of internal contro! 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 the specific internal control components does not reduce to a
relatively low level the risk that 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 involving
interal 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 January 31, 2002 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies that 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.

%c%//m/ Lo~

Anaheim, California
February 27, 2002
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