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OATH OR AFFIRMATION

1, Melissa Henahan , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and Suppor‘mg schedules pertaining to the firm of

D. L. Baker & Co., Incorporated (Ldba Baker & Co., Incorporated) ;s
of December 31 - ,20 03. are true and correct. I further swear (or affirm) that '
neither the company nor any partuer, proprietor, principal officer or director has any propnetary interest in any account
classified solely as that of a customer, except as follows

J ]/
“VP/CO0/CFO

Title

Notary Publig o bie bta.“t ‘oo, suys. Cty.

. - ; 35 Oct. 2
This report ** contains (ch%g 5 Dﬂcggfes éxeas’)m

& (a) Facing Page.

B (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

@ (d) Statement of Changes in Financial Condition.

B (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Propnetors Capital:

O (f) Statement of Changes in Liabilities Subordinated to Clauns of Credxtors

® (@ Computation of Net Capital. .

[0 () Computation for Determination of Reserve Reqmrements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B () 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¢3-3.

O ) A Reconciliation betweer the audited and unaudlted Statements of Financial Condition with respect to methods of
consolidation.

B () An Oath or Affirmation,

0 (m) A copy of the SIPC Supplemental Report. : _

0O (@) Areport descr1bmg any material inadequacies foundto exist or found to have ex1sted since the date of the prevxous audxt. ‘

**For conditions of conﬁdential treatment gf certain portions of this ﬁling,"'s'ee' section 240.17a-5(e)(3).
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Statement of Financial Condition
D. L. Baker & Co., Incorporated
(d.b.a. Baker & Co., Incorporated)
Cleveland, Ohio

December 31, 2003




McCurdy

R 27955 Clemens Road
M & Associates Westiake, Ohio 44145-112]
Phone: (440) 835-8500

CPA’S, Inc. FOx: (440) 835-1093

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report

D. L. Baker & Co., Incorporated
(d.b.a Baker & Co., Incorporated):

We have audited the accompanying statement of financial condition of D. L. Baker & Co.,
Incorporated, (d.b.a. Baker & Co., Incorporated) as of December 31, 2003. 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 statement is 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 statement referred to above presents fairly, in all material respects, the
financial position of D. L. Baker & Co., Incorporated, as of December 31, 2003 in conformity with
accounting principles generally accepted in the United States of America.

%%* WC}A'J,%“

McCurdy & Associates CPA's, Inc.
Westlake, Ohio
January 29, 2004



D. L. Baker & Co., Incorporated
Statement of Financial Condition

December 31, 2003
Assets

Cash and cash equivalents $ 140,081
Restricted cash ' 63,999
Receivables from clearing broker and other broker-dealers 206,952
Securities owned, marketable, at market value 998,978
New York Stock Exchange membership,

(market value of $1,500,000) 40,324
Furniture and equipment at cost, net of

accumulated depreciation of $48,954 11,728

$1,462,062
Liabilities and Stockholders' Equity

Liabilities:
Accounts payable and accrued expenses $ 64494
Commitments and Contingency
Stockholders' equity:

Common stock, without par value, authorized 500 shares,

issued and outstanding 204 shares, at stated value 1,020

Additional paid-in capital 394,494

Retained earnings 1,002,054

1,397.568
$1.,462,062

The accompanying notes are an integral part of these financial statements.
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D. L. Baker & Co., Incorporated
Notes to Financial Statements
December 31, 2003

Note 1 — Organization and Operations

D. L. Baker & Co., Incorporated, (d.b.a. Baker & Co., Incorporated) referred to herein as the
“Company”’, was incorporated on May 28, 1971 in the State of Ohio for the purpose of acting as a
securities broker/dealer. The Company is registered with the Securities and Exchange Commission
(SEC), is a member of the New York Stock Exchange (NYSE), and the National Association of
Securities Dealers (NASD).

Note 2 — Summary of Significant Accounting Policies

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of American 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

Restricted Cash

The Company has $63,999 on deposit with its clearing brokers pursuant to its clearing agreements.
Of this amount, $13,999 is on deposit with Pershing Investment Manager Services and $50,000 is
on deposit with Wells Fargo Investments, LLC. At December 31, 2003 the Company was in the
transition of switching to Wells Fargo as its exclusive clearing broker.

Cash and Cash Equivalents

The Company considers cash on deposit and money market funds to be cash equivalents. The funds
are highly liquid and readily accessible by the Company.

Depreciation

Depreciation is provided on a straight-line basis using estimated useful lives of five to ten years.

Income Taxes

As of August 1, 1987, the Company elected to be taxed under the provisions of Subchapter S of the
Internal Revenue Code and is not subject to federal or state income taxes which are the responsibility
of the stockholders.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur. Commission receivables from clearing broker and other broker-dealers are
recorded at the amount expected to be collected. Management reviews the collectibility of accounts
receivable on a monthly basis. No allowance was deemed necessary at December 31, 2003.



D. L. Baker & Co., Incorporated
Notes to Financial Statements (Cont’d)
December 31, 2003

Note 3 — Securities Owned, Marketable, at Market Value

Marketable securities are carried at market value. The resulting difference between cost and market
value is included in trading gains-net. Security transactions are recorded on a trade-date basis.
Realized gains or losses are calculated using the specific identification method. Investments at
December 31, 2003 consist of the following:

Cost Market Value

Common stock $732.379 $998,978
Total $732.379 $998.978

Unrealized gain on investments of $266,599 is reported in the Statement of Income.

Note 4 - Net Capital Provision of Rule 15¢3-1

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital balance, as defined, under such provisions.

The Company’s minimum net capital requirement is $100,000 under the Securities and Exchange
Commission Rule 15¢3-1(a)(1). The Company falls under this rule as it intends to participate from
time to time as an underwriter of unit trusts and position various securities to facilitate its retail
activities. Net capital may fluctuate on a daily basis. At December 31, 2003, the Company had net
capital of $1,158,835 which was $1,058,835 in excess of the minimum requirements.

In addition to the minimum net capital provisions, Rule 15¢3-1 requires the Company to maintain
aratio of aggregate indebtedness, as defined, to net capital of not more than 15 to 1. At December
31, 2003, the ratio was .06 to 1.

Note 5 — Exemption from Rule 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmits all funds and delivers all
securities received in connection with its activities as a broker or dealer and does not otherwise hold
funds or securities for or owe money or securities to customers. The Company operates under
Section (k)(2)(ii) of Rule 15¢3-3 of the Securities Exchange Act of 1934 and is therefore exempt
from the requirements of Rule 15¢3-3.

Note 6 - Employee Benefit Plan

The Company has a qualified defined contribution profit-sharing plan for all employees who meet
certain requirements as to age and length of service. Contributions are allocated as a percentage of
eligible salaries. Annual contributions to the plan are at the discretion of the Board of Directors. The
Board of Directors authorized contributions totaling $30,000 for 2003.



D. L. Baker & Co., Incorporated
Notes to Financial Statements (Cont’d)
December 31, 2003

Note 7 — Commitments and Contingency

Leases:

- The Company occupies and utilizes office space in Cleveland, Ohio and Sarasota, Florida. Terms

of the lease of the Cleveland office is for five years, expiring July 1, 2004, with the option to renew
this lease for one five-year renewal term. The current lease of the Sarasota office runs through
December 31, 2004 with an option to renew for another three years. The Company also leases
equipment on a month to month basis.

Rental expense for all operating leases, including month-to-month leases, amounted to $70,184 for
the year ended December 31, 2003. Minimum commitments under operating leases as of December
31, 2003 are as follows:

Operating Lease
Year Commitments
2004 $46,160
2005 556

Clearing Agreement:

Under the terms of the Company’s agreement with its clearing firm, the Company has ultimate
responsibility for any loss, liability, damage, cost or expense incurred as a result of the failure of any
account to make timely payment for the securities purchased or timely and good delivery of
securities sold on the account. In the opinion of management, the ultimate settlement of these
matters will have no material adverse effect on the financial position of the Company.

Note 8 — New York Stock Exchange Membership

The Company is a member of the New York Stock Exchange, Inc., and this membership is carried
on the accompanying statement of financial condition at cost. The last contracted sale of a
membership on the New York Stock Exchange, Inc. as of December 31, 2003, was $1,500,000.

The Company leases its New York Exchange membership under a contract with a Non Broker-
Dealer. The contract, effective November 1, 1999, can be terminated by either party with a 60 day
notice. During 2003, the Company recorded rental income of $234,017 associated to this lease
arrangement. This amount is included in other income. This lessee is an employee of the Company
and commission income earned by him is recorded in the Company’s statement of income.
Commission expense is also recorded in an amount equal to commission income less any expenses
paid by Baker & Co. to operate the lessee’s New York office.

Note 9 — Advertising Costs

Advertising and sales promotion costs are expensed as incurred. Advertising expense totaled
$73,928 in 2003.



