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OATH OR AFFIRMATION

I, _ JOHNJ. GLYNN , swear (or affirm) that, to the best of my

knowledge and belief the accompanying financial statement and supporting schedules pertammg to the ﬁrm of
BAIRD PATRICK & CO.. INC -

, as of DECEMBER 31 ,2003 | are true

and correct. I further swear (or affirm) that neither the company nor any partner, proprietor, principal officer or

director has any proprietary interest in any account classified soley as that of a customer except as follows:

NONE. o : ST

%
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Oumrisrion Explras Bapartss

This report ** contains (check all applicable boxes)

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital '

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

(j) 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. _

kA RCCOHC!]]&UOD between the audited and unaudited Statements of Financial Condition with respect to methods of con- .
solidation: * - , :

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

(0) Independem,Aq_dnor s Report on Internal Control
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

.
oo



Baird, Patrick & Co., Inc.

Financial Report

December 31, 2003



Contents

Independent Auditor's Report

Financial Statements:

Statement of Financial Condition 2
Statement of Operations 3
Statement of Changes in Stockholders' Equity 4
Statement of Cash Flows 5
Notes to Financial Statements 6-8
Independent Auditor's Report On Supplementary Information
Required By Rule 17a-5 Of The Securities And Exchange Commission ¢
Supplementary Information:
Schedule of Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission 10
Reconciliation of Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission 11
Schedule of Computation of Reserve Requirements Under Rule 15¢3-3 12
Information Relating to the Possession or Control Requirements Under Rule 15¢3-3 13
Independent Auditor's Report On Internal Control 14-15




McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

Board of Directors
Baird, Patrick & Co., Inc.
New York, New York

We have audited the accompanying statement of financial condition of Baird, Patrick & Co., Inc. as of December 31,
2003, and the related statements of operations, changes in stockholders' equity and cash flows for the year then ended
that you are filing pursuant to rule 17a-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

Baird, Patrick & Co., Inc. as of December 31, 2003, 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.

/%cW///«/Z&%/ P

New York, New York
February 5, 2004

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




Baird, Patrick & Co., Inc.

Statement of Financial Condition
December 31, 2003

ASSETS

Cash
Deposit with clearing broker
Receivable from broker-dealers and clearing organizations
Securities owned, at market value
Securities and investments-not readily marketable, at estimated fair value
Investment in NASDAQ Stock Market, Inc.
Furniture, equipment, and leasehold improvements, at cost,
less accumulated depreciation and amortization of $517,511)
Income taxes recoverable
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Securities sold, not yet purchased, at market value
Accounts payable, accrued expenses, and other liabilities
Deferred grant revenue
Income taxes payable

Stockholders' Equity:
Preferred stock ($1 par value, 18,030 shares authorized,
no shares outstanding)
Common stock ($1 par value, 200,000 shares authorized,
51,471 shares issued)
Retained earnings
Less: Treasury stock, 15,250 shares, at cost

See Notes to Financial Statements.

$ 553,524
162,238
1,085,794
1,786,487
265,548
122,900

45,820
180,155
52,939

$ 4,255,405

$ 334,047
432,954
150,000

22,505

939,506

51,471
4145678
(881,250)

3,315,899

$ 4,255,405




Baird, Patrick & Co., inc.

Statement of Operations
Year Ended December 31, 2003

Revenues:
Commissions
Principal transactions
Interest and dividends
Gain on Sale of Membership

Expenses:
Employee compensation and benefits
Floor brokerage, exchange, and clearance fees
Communications and data processing
Interest
Occupancy
Other expenses

Income before income tax expense
Income tax expense

Net income

See Notes to Financial Statements.

$

$

556,992
2,187,369
110,488

1,445,000

4,299,849

1,779,470
575,918
573,394

8,558
411,909

620,554

3,969,803

330,046

238,996

91,050



Baird, Patrick & Co., Inc.

Statement of Changes in Stockholders' Equity
Year Ended December 31, 2003

Total
Preferred Common Retained Treasury Stockci::lders'
Stock Stock Earnings Stock Equity
Balance, January 1, 2003 : $ $ 51471 % 4054628 § (881,250) $ 3,224,849
Net income 91,050 91,050
Balance, December 31, 2003 $ $ 51,471 § 4145678 $ (881,250) $ 3,315,899
See Notes to Financial Statements.
4



Baird, Patrick & Co., Inc.

Statement of Cash Flows
Year Ended December 31, 2003

Cash Flows From Operating Activities:
Net income
Adjustments to reconcile net income to net cash
{used in) operating activities:
Depreciation
Deferred income taxes
Gain on sale of membership
Changes in assets and liabilities:
(Increase) decrease in:
Securities owned, net
Net receivable from/payable to brokers-dealers and clearing organizations
Recoverable income taxes
Other assets
Increase {decrease) in:
Accounts payable and other liabilities
Income taxes payable

Net cash (used in) operating activities
Investing Activities:
Deposit with clearing broker
Proceeds from sale of membership
Purchase of furniture and fixtures
Net cash provided by investing activities

Net increase in cash

Cash:
Beginning

Ending
Supplemental Disclosures of Cash Flows Information:
Cash paid for:
Interest

Income taxes, net of refunds

See Notes to Financial Statements.

$

$

$

$

91,050

31,463
215,100
(1,445,000)

(46,223)
365,903
298,889

17,435

(454,893)
14,608

(911,668)

(162,238)
1,500,000

(1,347)

1,336,415

424,747

128,777

553,624

© 18,198

(273,347)



Baird, Patrick & Co., Inc.

Notes to Financial Statements

Note 1. Organization

Baird, Patrick & Co., Inc. (the Company) was incorporated in the State of Delaware in December, 1973. The Company is
a broker-dealer in securities registered with the Securities and Exchange Commission (SEC) and the National Association
of Securities Dealers, Inc. (NASD).

The Company's principal office is located in New York City.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the SEC and, accordingly, is exempt
from the remaining provisions of that Rule. Essentially, the requirements of Paragraph (k)(2)(ii) provide that the Company
clear all transactions on behalf of customers on a fully disclosed basis with a clearing broker-dealer and promptly transmit
all customer funds and securities to the clearing broker-dealer. The clearing broker-dealer carries all the accounts of the
customers and maintains and preserves all related books and records that are customarily kept by a clearing broker-
dealer.

Note 2. Summary Of Significant Accounting Policies

Securities and Investments Owned: Securities and investments are reflected at their market values with resulting
unrealized gains and losses included in principal transaction revenue. Security transactions and related income and
expenses are recorded on a trade date basis.

Furniture, Equipment and Leasehold Improvements: Furniture, office equipment and leasehold improvements are stated
at cost. Depreciation is computed by the straight-line and accelerated methods over the following estimated useful lives:

Years
Furniture and office equipment 5-7
Leasehold improvements 5

Leasehold improvements are depreciated over the shorter of the term of the lease or their estimated useful lives.

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Although these estimates are based on management's knowledge
of current events and actions it may undertake in the future, they may ultimately differ from actual results.

Note 3. Transactions with Clearing Agent

The Company has an agreement with a clearing agent to clear customers securities transactions on a fully disclosed
basis. The agreement provides for clearing charges at a fixed rate multiplied by the number of tickets traded by the
Company. The agreement also requires the Company to maintain a minimum of $150,000 as a deposit in an account
with the agent.



Baird, Patrick & Co., Inc.

Notes to Financial Statements

Note 4. Securities Owned And Sold, Not Yet Purchased

Marketable securities owned and sold, not yet purchased, consist of trading and investing securities at market values, as
follows:

Sold, Not yet
Owned Purchased
Corporate stocks $ 2,052,035 $ 334,047

Securities not readily marketable include investment securities (a) for which there is no market on a securities exchange or
no independent publicly quoted market, (b) that cannot be publicly offered or sold unless registration has been effected
under the Securities Act of 1933, or (c) that cannot be offered or sold because of other arrangements, restrictions, or
conditions applicable to the securities or to the Company. At December 31, 2003, these securities, at estimated fair values,
consisted of equities totaling $265,548.

Note 5. Gain On Sale of Membership

During 2003, the Company sold its New York Stock Exchange membership for $1,500,000, which resulted in a gain of
$1,445,000.

Note 6. Income Taxes

Provision for income taxes is comprised of the following:

Current $ 23,896
Deferred 215,100
$ 238,996

Deferred income taxes result primarity from the availability of state and local operating loss carryforwards and deferred
grant revenue. The Company has state and local operating loss carryforwards of approximately $1,646,000, which expire
in the years 2020 through 2023. A full valuation allowance of $125,000 has been recorded against deferred tax assets as
realization of the assets is uncertain.

The annual effective tax rate exceeds the federal statutory rate primarily as a result of state and city income taxes and an
adjustment to the valuation of allowance for deferred taxes.

Note 7. Retirement Plans

The Company has a 401(k) retirement savings plan covering all employees who meet eligibility requirements. Each year
the Company has the option of making discretionary contributions. There was no provision made for 2003.




Baird, Patrick & Co., Inc.

Notes to Financial Statements

Note 8. Commitments And Contingencies

Leases: The Company is obligated under the terms of an operating lease for office space extending through May 2008,
which requires aggregate minimum rentals of $966,700, with minimum annual rentals of $400,000 annually for 2004 —
2005 and $166,700 for 2006. The lease also contains provisions for escalation charges based upon certain cost
increases incurred by the lessor. Rent expense for 2003 was approximately $394,000.

Litigation; The Company is involved in litigation arising in the ordinary course of its securities business. Management
believes, based on currently known facts and circumstances, that the disposition of these matters will not have a material
effect on the Company's financial position.

Note 9. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule 15¢3-1), which
requires the maintenance of minimum net capital. The Company is subject to capital requirements for market makers, but
under no circumstances shall it have net capital less than the alternative method permitted by the rule, which requires that
the Company maintain minimum net capital, as defined, equal to the greater of $250,000 or 2 percent of aggregate debit
balances arising from customer transactions, as defined or capital requirements based on market maker activities.

At December 31, 2003, the Company had net capital of $2,320,630, which was $1,965,130 in excess of its net required
capital.

Note 10, Off-Balance-Sheet Risk

As discussed in Note 1, the Company's customers' securities transactions are introduced on a fully-disclosed basis with
its clearing broker-dealer. The clearing broker-dealer carries all of the accounts of the customers of the Company and is
responsible for execution, collection of and payment of funds and, receipt and delivery of securities relative to customer
transactions. Off-balance-sheet risk exists with respect to these transactions due to the possibility that customers may be
unable to fulfill their contractual commitments wherein the clearing broker-dealer may charge any losses it incurs to the
Company. The Company seeks to minimize this risk through procedures designed to monitor the credit worthiness of its
customers and that customer transactions are executed properly by the clearing broker-dealer.

The Company has sold securities that it does not currently own and will therefore be obligated to purchase such securities
at a future date. The Company has recorded these obligations in the financial statements at December 31, 2003, at
market values of the related securities and will incur a loss if the market value of the securities increases subsequent to
December 31, 2003.

Note 11. Deferred Grant Revenue

The Company's principal office is located near the scene of the terrorist attacks of September 11, 2001, The Company
applied for and received $150,000 from the World Trade Center Business Recovery Grant Program administered by the
Empire State Development Authority. The Grant requires the Company to continue their operations in New York City
through February 14, 2005 or the Grant must be repaid. Accordingly, the $150,000 received under the Program has been
deferred and is included with liabilities in the accompanying statement of financial condition.
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor’s Report On Supplementary information
Required By Rule 17a-5 Of The Securities And Exchange Commission

Board of Directors
Baird, Patrick & Co., Inc.
New York, New York

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained in the supplementary schedules are presented for purposes of additional analysis and are not a
required part of the basic financial statements, but are 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 ali material respects in relation to the basic financial
statements taken as a whole.

/%/W//“Z&“/ L

New York, New York
February 5, 2004

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




Baird, Patrick & Co., Inc.

Schedule of Computation of Net Capital Under
Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2003

Computation of Basic Net Capital Requirement
Total Stockholders' Equity per Statement of Financial Condition

Deductions:
Non-allowable Assets;
Securities and investments - not readily marketable
Investment in NASDAQ Stock Market, inc.
Furniture, equipment and leasehold improvements
Recoverable income taxes
Other assets

Net Capital Before Haircuts on Securities Positions
Haircuts on Securities Positions:

Exempted Securities

Debt Securities

Other Securities

Other

Net capital
Computation of Alternate Net Capital Requirement
2% of Combined Aggregate Debit Items in Formula for Reserve
Requirements Pursuant to Rule 15¢ 3-3 Prepared as of the Date
of Net Capital Computation
Minimum Dollar Net Capital Requirement of Reporting Broker

Net Capital Requirement (Greater of Above)

Excess Net Capital  $2,320,630- $355,500)

Net Capital in Excess of the Greater of 120% of Minimum Net Capital

Requirement or 5% of Combined Aggregate Indebtedness:
($2,320,630 - $426,600)

10

$ 3,315,899

265,548
122,900
45,820
180,155
52,939
667,362

2,648,537
(56)

(7,800)
(319,747)

(304)
$ 2,320,630

355,500

§ 355500

$ 1,965,130

$ 1,894,030



Baird, Patrick & Co,, Inc.

Reconciliation of Computation of Net Capital Under
Rule 15¢3-1 of the Securities and Exchange Commission

December 31, 2003

At December 31, 2003 there were the following differences between the Net Capital as reported
by the Company in Part lIA of its unaudited Form X-17A-5, Financial and Operational Combined
Uniform Single (FOCUS) report and the Net Capital presented in the Supplemental Schedule:

Net Capital as reported in Company's Part I|A FOCUS Report $ 2,282,586
Decrease in accounts payable, accrued expenses and other liabilities 24,845
Decrease in haircuts on securities 13,199
Net Capital per Supplemental Schedule $ 2,320,630

1"
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Baird, Patrick & Co,, Inc.

Schedule Of Computation Of Reserve Requirements
Under Rule 15¢3-3

December 31, 2003

The firm is exempt from SEC Rule 15¢3-3 since it clears all customer transactions through another broker-dealer,
Pershing, LLC., on a fully disclosed basis.

12
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Baird, Patrick & Co., Inc.

Information Relating To The Possession Or Control Requirements
Under Rule 15¢3-3

December 31, 2003

The firm is exempt from SEC Rule 15¢3-3 since it clears all customer transactions through another broker-dealer,
Pershing, LLC, on a fully disclosed basis.

13
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report On Internal Control

Board of Directors
Baird, Patrick & Co., Inc.
New York, New York

In planning and performing our audit of the financial statements and supplemental schedules of Baird, Patrick & Co., Inc.
(the “Company”) for the year ended December 31, 2003, 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 compliance with 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 15¢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.

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 fulfiling 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 the 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.

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 control 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 errors 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 nomal course of performing their
assigned functions. However, we noted no matters involving internal 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 December 31, 2003, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, 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.

%&W//M%/ L,

New York, New York
February 5, 2003

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