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OATH OR AFFIRMATION

William Dratel_ swear or affirm that to the best of my knowledge and belief the accompanying financial

statement and supporting schedules pertaining to the firm of The Dratel Group Inc as of January 31 2010

are true and correct 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 customer

Signature

Title

Lorraine LaRosa
NOTARY PUBLIC State of New York

No 01LA6059257
Qualified In Suffolk County

Commission Expires Ma 29 20 jj
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Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

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

solidation

An Oath or Affirmation

Cm copy of the SIPC Supplemental Report

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

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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McGladrey Pullen

Certified Public Accountants

Independent Auditors Report

To the Stockholder

The Dratel Group Inc

Southold New York

We have audited the accompanying statement of financial condition of The Dratel Group Inc the Company as of

January 31 2010 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 This

financial statement is the responsibility of the Companys 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

statement of financial condition is free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating the

overall statement presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

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

financial position of The Dratel Group Inc as of January 31 2010 in conformity with accounting principles generally

accepted in the United States of America

New York New York

March 30 2010

McGladrey Pullen LLP isa member firm of RSM Intemabonal

an affihiafion of
separate

and independent legal enfibes



The Dratel Group Inc

Statement of Financial Condition

January 31 2010

ASSETS

Cash 7271

Receivable From Clearing Broker 81404

Securities Owned at fair value 240870

Cash Surrender Value of Officers Life Insurance 13541

Other Assets 60701

Total assets 403787

LIABILITY AND STOCKHOLDERS EQUITY

Accounts Payable and Accrued Expenses 56525

Commitments and Contingency

Stockholders Equity

Common stock no par value authorized 200 shares issued 100 shares

outstanding 29 shares 1080

Additional paid-in capital 790000

Retained earnings 749658

1540738

Less treasury stock at cost -71 shares 1193476

Total stockholders equity 347262

Total liability and stockholders equity 403787

See Notes to Statement of Financial Condition



The Dratel Group Inc

Notes to Statement of Financial Condition

Note Principal Business Activity and Summary of Significant Accounting Policies

The Dratel Group Inc the Company is registered under the Securities Exchange Act of 1934 as broker-dealer and

is member of the Financial Industry Regulatory Authority FINRA and an associate member of the American Stock

Exchange

The Company is nonclearing broker-dealer and is exempt from the provisions of Rule 5c3-3 as all customers

accounts as defined are carried by the clearing broker

This financial statement has been prepared in conformity with accounting principles generally accepted in the United

States of America which require the use of estimates by management

The Company records income from security transactions and commissions on customers security transactions on

trade-date basis

Depreciation and amortization of property and equipment is provided for using accelerated and straight-line methods

The Company follows the provisions of ASC Topic 820 ASC 820 Fair Value Measurements and Disclosures which

defines fair value as the price that would be received to sell an asset or paid to transfer
liability

in an orderly transaction

between market participants at the measurement date and sets out fair value hierarchy that prioritizes the input to

valuation techniques used to measure fair value into three broad levels quoted market prices in active markets for

identical assets or liabilities Level inputs other than quoted market prices that are observable for the asset or liability

either directly or indirectly Level and unobservable inputs for an asset or liability Level

The Companys securities owned of $240870 which are comprised of common stock are stated at fair value based on

quoted market prices Level Securities owned at fair value consists of one security position representing the total

value of $240870

At January 31 2010 other assets include $35000 receivable from the stockholder This amount is due on demand of

the Company and bears no interest

Recent Accounting Pronouncements In July 2006 the Financial Accounting Standards Board the FASB issued

FASB Interpretation No 48 Accounting for Uncertainty in Income Taxes FIN 48 now referred to as ASC Subtopic

740-10 which provides guidance for how uncertain tax positions should be recognized measured disclosed and

presented in the financial statements This requires the evaluation of tax positions taken or expected to be taken in the

course of preparing the Companys tax returns to determine whether the tax positions are more-likely-than-not of being

sustained when challenged or when examined by the applicable tax authority Tax positions not deemed to meet the

more-likely-than-not threshold would be recorded as tax expense and liability
in the current year In December 2008

the FASB provided for deferral of the effective date of FIN 48 for certain nonpublic enterprises to annual financial

statements for fiscal years beginning after December 15 2008 The Company adopted the guidance on February

2009 For the year ended January 31 2010 management has determined that there are no uncertain tax positions The

Company is not subject to examination by U.S federal state and local tax authorities for tax years
before 2006

In May 2009 the FASB issued guidance on subsequent events originally issued as Statement of Financial Accounting

Standards SFAS No 165 and now referred to as ASC 855 The guidance is intended to establish general standards

of accounting for and disclosures of events that occur after the balance sheet date but before financial statements are

issued or are available to be issued It requires the disclosure of the date through which an entity has evaluated

subsequent events and the basis for selecting that date that is whether that date represents the date the financial



The Dratel Group Inc

Notes to Statement of Financial Condition

Note Principal Business Activity and Summary of Significant Accounting Policies Continued

statements were issued or were available to be issued The guidance is effective for interim or annual financial periods

ending after June 15 2009 The Company adopted the guidance upon its issuance The adoption resulted in the

disclosure regarding subsequent events The Company has evaluated subsequent events for potential recognition

and/or disclosure through March 30 2010 the date on which the statement of financial condition was available to be

issued

Note Receivable From Clearing Broker

The clearing and depository operations for the Companys security transactions are provided by one broker pursuant to

clearance agreement At January 31 2010 the receivable from the clearing broker represents cash maintained at the

clearing broker and commissions receivable earned as an introducing broker for the transactions of its customers

The Company has agreed to indemnify its clearing broker for losses that the clearing broker may sustain from the

customer accounts introduced by the Company As of January 31 2010 no amounts were owed to the clearing broker

by these customers in connection with normal margin cash and delivery-against-payment transactions

In the normal course of business introduced customers maintain debit balances with the clearing broker At January 31

2010 these balances were fully collateralized by securities owned by the customers

Also in the normal course of business customers may sell securities short Subsequent market fluctuations may require

the clearing broker to obtain additional collateral from the Companys customers It is the policy of the clearing broker to

value the short positions and to obtain additional deposits where deemed appropriate

Note Officers Life Insurance Policy

The Company is the beneficiary of an insurance policy on the Companys officer/stockholder The policys face value is

$841000

Note Commitments and Contingency

The Company is obligated under noncancelable operating leases for office facilities which expire at various dates

through January 2013 The approximate future aggregate amounts payable are summarized below

Year ending January 31

2011 52887

2012 52887

2013 9600

115374

These leases are subject to escalations for increases in the Companys pro rata share of real estate taxes and other

expenses



The Dratel Group Inc

Notes to Statement of Financial Condition

Note Commitments and Contingency Continued

The Company is currently the subject of various inquiries by FINRA securities industry self-regulatory organization

relating to its business One or more of these inquiries may result in FINRA taking disciplinary or enforcement action

against the Company and/or principal of the Company to whom the Company may provide indemnification On

September 17 2009 FINRA advised the Company via Wells Notice that it had made preliminary determination to

recommend disciplinary action against them for potential violations which according to FINRA concern fraudulent

allocation scheme undisclosed conflicts of interests books and records violations failing to maintain and implement

adequate written supervisory procedures violations of Customer Identification Program rules and tailing to conduct

independent testing of the Anti-Money Laundering Compliance Program all allegedly in violation of FINRA rules federal

securities laws and other laws and regulations for various periods of time On March 2010 FINRA advised the

Company that it had referred various items from the 2009 Cycle Examination to FINRAs Enforcement Department for its

review and disposition Currently the likelihood of the assertion of any action by FINRA or the extent of any action that

may be taken is unknown Management plans to defend vigorously against any action that may be initiated by FINRA as

result of one or more of the pending inquiries Management is of the opinion that the ultimate outcome of this matter

would not have material adverse impact on the financial position of the Company or the results of its operations

Note Provision for Income Taxes

The Company has recorded deferred tax asset of approximately $112000 at January 31 2010 representing the tax

effects of net operating loss carryforward of approximately $331000 expiring during various years through 2029 In

recognition of the uncertainty regarding the ultimate outcome of realizing income tax benefits the Company has recorded

valuation allowance for the entire deferred tax asset

The provision for income taxes consists of current state and local income taxes

Note Net Capital Requirements

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange Act of 1934 the Company is required to

maintain minimum net capital as defined of not less than $100000 or 6-2/3% of aggregate indebtedness as defined

Net capital and aggregate indebtedness change from day to day but as of January 31 2010 the Company had net

capital of $218579 which exceeded requirements by $118579
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McGladrey Pullen

Certified Public Accountants

Independent Auditors Report on Internal Control

To the Stockholder

The Dratel Group Inc

Southold New York

In planning and performing our audit of the financial statements of The Dratel Group Inc the Company as of and for

the year ended January 31 2010 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting internal control as basis for 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 Companys internal control Accordingly we do not express an opinion

on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission the SEC we have made study of

the practices and procedures followed by the Company including consideration of control activities for safeguarding

securities This study included tests of compliance with such practices and procedures that we considered relevant to the

objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness or aggregate debits

and net capital under Rule 17a-3a1 and for determining compliance with the exemptive provisions of Rule 15c3-3

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

Making quarteriy securities examinations counts verifications and comparisons and the recordation of differences

required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve Regulation

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 practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs 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 managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

McGladrey Pullen LLP isa member firm of RSM lnternaonal

an affiliafon of
separate and independent legal entities



Because of inherent limitations in internal control and 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

deficiency in internal control exists when the design or operation of control does not allow management or employees

in the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is reasonable

possibility that material misstatement of the Companys financial statements will not be prevented or detected and

corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and was not

designed to identify all deficiencies in internal control that might be material weaknesses and therefore there can be no

assurance that all material weaknesses have been identified 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 aH material respects

indicate material inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were adequate at January 31

2010 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC the Financial Industry Regulatory

Authority and other regulatory agencies that rely on Rule 7a-5g 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

New York New York

March 30 2010



McGladrey Pullen

Certified Public Accountants

Stockholder

The Dratel Group Inc

53345 Route 25 Building 10

Southold New York 11971

Attention Mr William Dratel

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the procedures

enumerated below with respect to the accompanying Schedule of Assessment and Payments Assessment

Reconciliation Form SIPC-7TJ to the Securities Investor Protection Corporation SIPC for the period from April

2009 to January 31 2010 which were agreed to by The Dratel Group Inc the Company the Securities and

Exchange Commission the Financial Industry Regulatory Authority Inc and SIPC solely to assist you and these other

specified parties in evaluating the Companys compliance with the applicable instructions of the Transitional Assessment

Reconciliation Form SIPC-7T The Companys management is responsible for the Companys compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these procedures is solely the

responsibility of those parties specified in this report Consequently we make no representation regarding the sufficiency

of the procedures described below either for the purpose for which this report has been requested or for any other

purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement record entries

noting no differences

Compared the Total Revenue amounts of the audited financial statements for the year ended January 31 2010 less

revenues reported on the FOCUS reports for the period from February 2009 to March 31 2009 as applicable with

the amounts reported in Form SIPC-7T for the period from April 2009 to January 31 2010 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers noting no

differences

Proved the mathematical accuracy of the calculations reflected in Form SIPC-7T noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly we do not express such an opinion Had we performed additional procedures other

matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to be

and should not be used by anyone other than these specified parties

New York New York

March 30 2010

McGladrey Pullen LLP is member firm of RSM Intemafional

an affiliation of
separate

and independent legal enfibes
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SECURITIES INVESTOR PROTECTION CORPORATION
805 15th SL NW Suite 800 Washington D.C 20005-2215

202-371.8300

Transifional Assement Reconciliation

Read carafuUy the instrucliori in your Working Copy before compleung Ibis Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Nm ddrget Dinat xamnn AutIiorty Aot registration no and month in which fiscal year ends forpurposes ot the audit requirement of SEC Rule 17a-5

8-024348 FINF.A

THE RATEL GROtIP INC

53345 ROUTE 25 BLDG 10

SOtR HOLDS NY 1171

12/28/.979 Note If any of the information shown on the mailing label

requires oorrection please e-mail any corrections to

form@sipc.org and so indicate on the form tiled

Name and telephone number of person to contact

respecting this form

Less payment made with SIPC.6 filed

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

PAID WITH THIS FORM
Check enclitsed payable to SIPC

Total must be same as above

Overpayment carried forward

Subsidiaries and predecessors included in thIs form give name an 1934 Act registration number

The SIPC member submitting this form and the

person by whom it is executed represent thereby
that all information contained herein is true correct

and complete

Dated the_____ day
0P

201

Reviewed

Documentation _________ Forward Copy

SJPc-Tr

29.RVt2/og

SPC7T

12/09

General Assessment item 2e from page not le than $150 minimumI

exclude interest

323

Interest computed on tale payment sea instruction for___.._days at 20% per annum

Total assessment balance and interest due or overpayment carried lorward

-a
/32

313

74k CruvI
Or OttiC QIsfli15jOi

hrjzed
Sintr

Tflo

This form and the assessment payment Is due 60 days after the end of the fiscal year Retain the Working Copy of this form
br period of not Ies than years the latest years In an easily accessible place

LU iJ8tO$ _____________
Postmarked

LU

Calculations _________

c. Exceptions

Cl
Disposition of exceptions



The Dratel Group Inc

Statement of Financial Condition

January31 2010

Filed as PUBLIC information pursuant to Rule 17a-5d under the Securities Exchange Act of 1934


