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OATH OR AFFIRMATION

1, David Axelrod , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁnancxal statement and supporting schedules pertaining to the firm of
Axelrod Associates, Inc.

, as
of June 30 ) ~,20 02 , are true and correct3 ] 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:

Signature

President
Title

Notary Public

This report ** contains (check all applicable boxes):

& (a) Facing PageQ

s} (b) Statement of Financial Condmon[]

O (¢} Staternent of Income (Loss)O

{3 (d) Statement of Changes in Financial ConditionO

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capitald

£1 (H Statement of Changes in Liabilities Subordinated to Claims of Creditors0

{3 {g) Computation of Net Capital] :

0 (5) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-30)

{0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-30

{3 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-30

(O (&) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidationO

B 1) An Oath or AffirmationO

{3 (m) A copy of the SIPC Supplemental Report(

00 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous auditQ

**For conditions. bfcdhﬁdeﬁ;l'al treatment of certain portions of this filing, see section 240037a-5(e)(3)0
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Certified Public Accountants

Independent Auditors' Report

Board of Directors
Axelrod Associates, Inc.
Jenkintown, Pennsylvania

We have audited the accompanying statement of financial condition of Axelrod Associates, Inc.
as of June 30, 2002. This financial statement is the responsibility of the Company's

management. Our responsibility is to express an opinion on this financial statement 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 the
overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects,

the financial position of Axelrod Associates, Inc. as of June 30, 2002 in conformity with
accounting principles generally accepted in the United States of America.

Simonsen, Lipschaty & Fogel P. L.

July 31, 2002

3

The Wallace Building 642 North Broad Street Suite 200 Philadelphia, PA 19130 (215) 765-4600 Fax: (215) 765-5800
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AXELROD ASSOCIATES, INC.

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2002
ASSETS
Current assets:
Cash
Commissions receivable

Securities owned, at market
Prepaid expenses and other assets

Total current assets

Equipment, furniture and fixture,
net of accumulated depreciation of $29,425

Other assets:
Secured demand notes

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Payable to clearing broker
Advances from stockholder
Accounts payable and accrued expenses

Total current liabilities

Liabilities subordinated to claims of
general creditors

Commitments
Stockholder’s equity:
Common stock, $1 par, authorized, issued
and outstanding 1,000 shares
Additional paid-in-capital
Retained earnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

See notes to statement of financial condition.

$ 199,111
52,591
1,016,417

_ 8912

1,277,031

14,380

375,000

_ T

$1.666.411

§ 944,080
137,091
192,883

Pl Doindindl

1,274,054

—= -

375,000

1,000
9,000
7,357

—_— =

17,357

31.666.411



AXELROD ASSOCIATES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION
JUNE 30, 2002

Organization:

Axelrod Associates, Inc. (the "Company") provides broker/dealer services, primarily in the
area of bonds. The Company is an introducing broker/dealer registered with the Securities

and Exchange Commission ("SEC") and is a member of The National Association of
Securities Dealers, Inc. ("NASD").

Summary of significant accounting policies:

Equipment, furniture and fixtures and depreciation:
Equipment, furniture and fixtures are stated at cost. Depreciation is provided on a
straight-line basis over the estimated useful lives of the related assets.

Securities owned:

Marketable securities are valued at market value. The difference between cost and
market is included in the results of operations for the year.

Use of estimates:

The timely preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements. Actual results could differ
from those estimates.

Fair values of financial instruments:
Substantially all of the Company’s financial assets and liabilities are carried at market

value or at amounts, which because of their short-term nature, approximate current fair
value.

Securities owned:

All securities owned represent investments principally in bonds.

Concentration of credit risk and customers:

Commissions receivable represent amounts held by the clearing broker for closed
transactions. Such amounts are usually released to the Company in less than 30 days. The

clearing broker is entitled to charge for service charges. The Company does not require
collateral for these deposits.
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AXELROD ASSOCIATES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION (CONTINUED)
JUNE 30, 2002

Commitments:

Leasing arrangements:
The Company leases its office space under a non-cancelable operating lease for a
five-year period that began in April 2001. The lease requires additional payments
for increases in real estate taxes and operating expenses over the original base
year of the lease. Future minimum rentals payable under this lease are as follows
for years ending June 30,

2003 $20,200
2004 20,200
2005 20,200
2006 16,831

$77.431

Clearing agreement:

The Company’s agreement with its clearing broker provides the clearing broker
with a lien upon, and security interest in, all of the Company’s property held by
the clearing broker, including but not limited to securities, monies and
receivables. The clearing broker holds substantially all of the Company's
receivables and securities.

Retirement plans:
The Company has a profit sharing plan covering all employees who have attained
the age of twenty-one and have worked for the Company for more than two years.
There is no voluntary contribution permitted. The Company at its discretion may
contribute up to 15% of eligible employee compensation to the plan.

The Company established a new money purchase pension plan during the year
ended June 30, 2002, covering all employees who have attained the age of
twenty-one and have worked for the Company for more than two years. There is
no voluntary contribution permitted. The Company will contribute 10% of
eligible employee compensation to the plan.



AXELROD ASSSOCIATES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION (CONTINUED)
JUNE 30, 2002

Liabilities subordinated to claims of general creditors:
Liabilities subordinated to claims of general creditors relate to secured demand note

agreements between the Company and it's sole stockholder requiring interest
payments of 4% per year. The agreements expire as follows:

Expiration Date Amount
January 31, 2003 $125,000
March 31, 2004 250,000

The subordinated borrowings are approved by the NASD and, thus, are available in
computing net capital under the SEC’s Uniform Net Capital Rule. To the extent
that such borrowings are required for the Company’s continued compliance with
the minimum net capital requirements, they may not be repaid.

Advances from stockholder:

During the year, the Company borrowed net, an additional $585 from its
stockholder increasing his loan to the Company to $137,091. There are no formal
repayment terms and no interest has been accrued on such balances outstanding
through June 30, 2002.

Payable to clearing broker:

Payable to clearing broker represents amounts owed to the clearing broker for
purchases of marketable securities on margin. At June 30, 2002, this clearing
broker holds all securities owned by the Company.

Uniform Net Capital Rule:

Pursuant to the basic Uniform Net Capital provision of the SEC, the Company is
required to maintain minimum regulatory net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15to 1. As
of June 30, 2002, the Company had regulatory net capital of $314,510 that was
$214,510 in excess of its minimum requirement of $100,000. The Company’s ratio
of aggregate indebtedness to net capital was 0.6133 to 1.
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AXELROD ASSOCIATES, INC.

INDEPENDENT AUDITORS’ REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17A-§

YEAR ENDED JUNE 30, 2002

B Simonson,
= Lipschutz
& Fogel..

Certified Public Accountants




Simonson,
Lipschutz |
& F()gel P.C. ’

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors of
Axelrod Associates, Inc.

In planning and performing our audit of the financial statements of Axelrod Associates, Inc. for
the year ended June 30, 2002, we considered its internal control structure in order to determine

our auditing procedures for the purpose of expressing our opinion on the 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 Axelrod Associates, Inc. that we considered relevant to the
objectives stated in Rule 17a-5(g), (1) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and (2) the procedures for determining
compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices and
procedures followed by Axelrod Associates, Inc. in making the quarterly securities examinations,
counts, verifications and comparisons and the recordation of differences required by Rule 17a-13
in complying with the requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System; or in obtaining and
maintaining physical possession or control of all fully paid and excess margin securities of

customers as required by Rule 15¢3-3, because the Company does not carry security accounts for
customers.

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 ot financial statements in conformity with generally
accepted accounting principles. Rule 17-a5 (g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

SL

The Wallace Building 642 North Broad Street Suite 200 Philadelphia, PA 19130 (215) 765-4600 Fax: (215) 765-5800 &F



|

Sl Simonson,
S Lipschutz

& Fogel:..

Because of inherent limitations in any internal control structure of 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.

Qur consideration of the internal control structure would not necessarily disclose all matters in
the internal contro] 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 that we consider to be material
weaknesses as defined above. Also, no facts came to our attention indicating that the exemptive
provisions of Rule 15¢3-3 had not been complied with during the period.

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 and 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 Axelrod Associates, Inc.'s practices and procedures were adequate at June 30, 2002
to meet the Commission's objectives.

This report is intended solely for the use of management, the National Association of Securities
Dealers, Inc., the Securities and Exchange Commission and other regulatory agencies which rely

on Rule 17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any
other purpose.

Stmonson, Lipoctuty & Fogel P. L.

July 31,2002



