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OATH OR AFFIRMATION
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Halpern & Assoclates, LLC
Certified Publlic Accountants and Consuitants
218 Danbury Road « Wilton, CT 0689 = (203) 210-7364 » FAX (203) 210-7370 - Info@Halpemassoc.com

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
DRU Stock, Inc.

We have audited the accompanyng statement of financial condition of DRU
Stock, Inc. (the “Company”) as of December 31, 2009 and the related statements of
income, changes in shareholders’ equity, and 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 auditing standards generally
accepted in the United States of Americe. 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 staternents referred to above, present fairly, in all
material respects, the financial position of DRU Stock, Inc. as of December 31, 2009,
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.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on pages 9 — 13 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 info'mation has been subjected to the auditing
procedures applied in our 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, and in conformity with the rules of the Securities and Exchange Commission.

Ndpeon £ Hssotiotes LLC

Wilton, Connecticut
February 18, 2010



DRU STOCK, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBI:R 31, 2009

ASSETS
Cash and cash equivalents $ 22
Receivable from brokers and dealers 198,256
Other assets 2,915
TOTAL ASSETS $ 201,193

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Bank overdrafts $ 53,757
Loans payable 58,595
Accrued expenses and other liabilities 52,751
TOTAL LIABILITIES 165,103

SHAREHOLDERS' EQUITY

Common stock, 200 shares authorized;

issued and outstanding 10,000
Additional paid-in capital 15,000
Accumulated deficit 11,090

TOTAL SHAREHOLDERS' EQUITY 36,090
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 201,193

The accompanying notes are an integral part of this statement.



DRU STOCK, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2009

REVENUE
Commissions
Interest, dividends and other income

TOTAL REVENUE

EXPENSES
Employee compensation
Officer's salaries
Regulatory fees
Employee benefits
Office expenses
Travel, entertainment and promotion
Taxes other than those on income
Professional fees
Telephone
Computer Expense
Insurance
Clearance expense
Rent expense
Dues and subscriptions
Fine
Error expense
Floor brokerage expense

TOTAL EXPENSES

$ 479,395
193,360
171,423
142,316
114,169

79,875
58,230
45,455
38,822
20,655
19,618
15,755
15,491
7,345
1,000
559
570

$ 1,518,531
235

INCOME BEFORE PROVISION FOR INCOME TAXES

PROVISION FOR INCOME TAXES

State
City

NET INCOME

(934)

18,257

1,518,766

1,404,038

114,728

17,323

The accompanying notes are an integral part of this statement.

$ 97,405




DRU STOCK, INC.
STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2009

ADDITIONAL
COMMON PAID-IN RETAINED
TOTAL _  STOCK CAPITAL EARNINGS

SHAREHOLDERS' EQUITY -

January 1, 2009 $177,185 $ 10,000 $ 73,333 § 93,852
Capital Contributions 15,000 15,000
Capital withdrawals (253,500) (73,333) (180,167)
Net income 97,405 _ 97,405

SHAREHOLDERS' EQUITY -
December 31, 2009 $ 36,090_ _$ 10,000 $§ 15000 % 11,090

The accompanying notes are an integral part of this statement.



DRU STOCK, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income $ 97,405
Adjustments to reconcile net income to net cash
used by operating activities:

(Increase) decrease in operating assets:

Receivable from brokers and dealers $ 50,976
Other assets 2,430
Increase (decrease) in operating liabilities:
Accrued expenses and other liabilities 82,724
TOTAL ADJUSTMENTS 136,130
NET CASH PROVIDED BY OPERATING ACTIVITIES 233,635

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 15,000

Capital withdrawals (253,500)

NET CASH USED BY FINANCING ACTIVITIES (238,500)

NET DECREASE IN CASH (4,965)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 4,987
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 22

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS
INFORMATION:
Taxes paid 18,257

The accompanying notes are an integral part of this statement.



DRU STOCK, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

1. NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

DRU Stock, Inc. was originally formed and organized, in June 1980, and is
incorporated under the laws of the State of New York. The Company registered as a
broker with the Securities and Exchange Commission and is a member of the Financial
Industry Regulatory Authority (FINRA). In this capacity, it conducts business as a broker
on the floor of the New York Stock Exchange.

In the normal course of its business, the Company enters into financial trans-
actions where the risk of potential loss due to changes in market (market risk) or failure
of the other party to the transaction to perform (counterparty risk) exceeds the amounts
recorded for the transaction.

The Company's policy is to continuously monitor its exposure to market and
counterparty risk through the use of a variety of financial, position and credit exposure
reporting and control procedures. In addition, the Company has a policy of reviewing
the credit standing of each broker-dealer, clearing organization, customer and/or other
counterparty with which it conducts business.

The clearing and depository operations for the Company's transactions are
performed by its clearing broker pursuart to the clearance agreement. At December
31, 2009, the receivable from brokers and dealers reflected on the statement of financial
condition included $100,010 due from this clearing broker, which was substantially in
cash.

2. SIGNIFICANT ACCOUNTING POLICII=S

The Company records securities transactions and related revenues and
expenses on a trade date basis.

For purposes of the statement of cash flows, the Company considers money
market funds to be cash equivalents.

The Company maintains its books and records on an accrual basis in
accordance with accounting principles generally accepted in the United States of
America which requires management to make estimates and assumptions that affect
reported amounts in the financial statements. Actual results could differ from these
estimates.

The Company’s financial instruments that are potentially exposed to
concentrations of credit risk consist primarily of cash and cash equivalents. The
Company places its cash with guality financial institutions. At times, cash balances may

be in excess of balances insured by FDIC.
6



DRU STOCK, INC.

NOTES TO FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED DECEMBER 31, 2009

In accordance with GAAP, management implemented Statement of Financial
Accounting Standards No. 157 (Valuation of Investments in Securities and Securities
Sold Short at Fair Value - Definition and Hierarchy)(*ASC 820") and has determined that
it bears no material effect on the financial statements as presented.

3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents include $22 being held in money market funds.

4. PROVISION FOR INCOME TAXES

The Company is recognized as an S-Corporation by the Internal Revenue
Service. As an S-Corporation, the Cornpany is subject to New York City General
Corporation Tax and a New York State surcharge, while the shareholders are liable for
federal and state income taxes on the Company's taxable income. The provision for
New York City Corporation tax was calculated using the Alternative Method which does
not allow a full deduction for officers’ compensation.

In accordance with FASB Interpretation No. 48 “Accounting for Uncertainty in Income
Taxes” (“ASC 740”) the Company is required to determine whether a tax position of the
Company is more likely than not to be sustained upon examination by the applicable
taxing authority, including resolution of any related appeals or litigation processes,
based on the technical merits of the pcsition. The tax benefit to be recognized is
measured as the largest amount of benzfit that is greater than fifty percent likely of
being realized upon ultimate settlement. De-recognition of a tax benefit previously
recognized could result in the Company recording a tax liability that would reduce net
assets. This policy also provides guidance on thresholds, measurement, de-
recognition, classification, interest and penalties, accounting in interim periods,
disclosure, and transition that is intended to provide better financial statement
comparability among different entities. It must be applied to all existing tax positions
upon initial adoption and the cumulative effect, if any, is to be reported as an adjustment
to net assets as of January 1, 2009. Based on its analysis, the Company has
determined that the adoption of this pclicy did not have a material impact on the
Company financial statements upon adoption.

However, the Company conclusions regarding this policy may be subject to review and
adjustment at a later date based on factors including, but not limited to, on-going
analyses of and changes to tax laws, regulations and interpretations thereof. The
Company recognizes interest accrued related to unrecognized tax benefits in interest
expense and penalties in portfolio maintenance fees, if assessed. No interest expense
or penalties have been assessed for the period ended December 31, 2009.

7



DRU STOCK, INC.
NOTES TO FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENCED DECEMBER 31, 2009

5. EMPLOYEE BENEFIT PLAN

The Company has a money-purchase pension plan for all employees who meet
plan eligibility requirements, whereby it contributes to the plan based on the participants’
compensation.

The Company also has a defined contribution plan under Section 401(k) of the
Internal Revenue Code covering all qualified employees. Contributions to the plan by
employees are determined based on an elected percentage of annual compensation,
subject to annual limits prescribed by the Code.

Company contributions to these plans are discretionary and are determined annually by
the Company. For the year ended December 31, 2009 the Company elected not to
make a pension contribution.

6. RULE 15C3-3

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph
(k)(2)(i) in that the Company carries no margin accounts, promptly transmits ail
customer funds and delivers all securities received, does not otherwise hold funds or
securities for or owe money or securities to customers and effectuates all financial
transactions on behalf of customers on a fully disclosed basis.

7. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's Net
Capital Rule 15c¢3-1, which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. At December 31, 2009, the Company had net capital of $24,008
which exceeded the minimum requirement of $5,000 by $19,008. The Company's ratio
of aggregate indebtedness to net capital ratio was 2.20 to 1.



DRU STOCK, INC.

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15C3-1

DECEMEER 31, 2009

CREDITS
Shareholders' equity

DEBITS
Aged receivables from brokers and dealzrs $ 9,167
Other assets 2,915

TOTAL DEBITS
NET CAPITAL

Minimum net capital requirement

EXCESS NET CAPITAL

AGGREGATE INDEBTEDNESS
Accrued expenses and other liabilities

Ratio of aggregate indebtedness to net capital 2.20 to 1

STATEMENT PURSUANT TO PARAGRAPH (d)(4) OF RULE 17a-5

There are no material differences between the above computation and
the computation included in the Company's corresponding unaudited
Form X-17A-5 Part lIA filing.

See the accompanying Independent Auditors’ report.

36,090

12,082

24,008

5,000

19,008

52,751



DRU STOCK, INC.

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

FOR THE YEAR ENDED DECEMBER 31, 2009

The Company does not effect transactions for anyone defined as a customer
under Rule 15¢3-3. Accordingly, there are no items to report under the requirements
of this Rule.

See the accompanying Independent Auditors’ Report.
10
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ACCOUNTANTS’ SUPPLEMENTARY REPORT ON INTERNAL ACCOUNTING CONTROL

To the Shareholders of
DRU Stock, Inc.

In planning and performing our audit of the financial statements and
supplemental schedules of DRU Stock, Inc. (the “Company”), for the year ended
December 31, 2009, in accordance with auditing standards generally accepted in the
United States of America, we considered the Company’s internal control over financial
reporting (internal control) as a basis fcr designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s
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 consideration of control activities for safeguarding securities.
This study includes tests of such practices and procedures that we considered relevant
to the objectives stated in rule 17a-5(3) in making the periodic computations of
aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securitics, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by rule 17a-13

2. 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.

The 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

11



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 the preparation of financial
statements in conformity 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.

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.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstateme:nts on a timely basis. A significant deficiency
is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with accounting principles generally accepted in the United States of
America such that there is more than a remote likelihood that a misstatement of the
entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that result in more than a rernote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and 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, indicete 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 Decemoer 31, 2009 to meet the SEC'’s objectives.
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This report is intended solely for the information and use of Board of Directors,
management, the SEC, the Financial Industry Regulatory Authority (FINRA), 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 the specified parties.

Nulpe,n_ & Hssovates ILIC

Wilton, Connecticut
February 18, 2010



DRU STOCK, INC.
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