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OATH OR AFFIRMATION
L BEATE BOLEN , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
BARCLAY INVESTMENTS, INC. , as of
NOVEMBER 30, 2004 , 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 solely as that

of a customer, except as follows:

SABRINA E. CARTEN
Notary Public, State of New York M /

No. 01CAB096119 Signature
Quatified in Bronx County
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is report ** contains (check all applicable boxes):

Facing page.

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Cash Flows.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

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

Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation or Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

An oath or affirmation.

A copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have existed sin the date of previous audit.
Supplemental independent Auditors Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing see section 240. 17a-5(e)(3).
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors of
Barclay Investments, Inc.

We have audited the accompanying consolidated statement of financial condition of Barclay
Investments, Inc., and subsidiaries as of November 30, 2004, and the related consolidated statements of
income, 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 consolidated 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 consolidated financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statements presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Barclay Investments, Inc. and subsidiaries as of November 30, 2004,
and the results of their operations and their cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The information contained in Schedule I is presented for purposes of
additional analysis and is not a required part of the basic consolidated financial statements, but is
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 consolidated
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
consolidated financial statement taken as a whole.

New York, New York
January 11, 2005

 Nobon~ [Berniten, P

RAM, YELON & BERNSTEIN, P.C.

420 Lexington Avenue, New York, NY 10170 / 212-953-0500 / Fax 212-953‘099541




BARCLAY INVESTMENTS, INC.
Consolidated Statement of Financial Condition
November 30, 2004

ASSETS
Cash and Cash Equivalents $3,126,506
Accounts Receivable from Brokers

and Clearing Organizations . 1,219,440
Other Accounts Receivable 4,892
Securities Owned Not Readily Marketable, NASD Warrants 264
Property and Equipment, Net 210,922
Prepaid Expenses and Other Assets 78,252
Deferred Tax Expense 9,600

Total Assets $4,649.876

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:
Commissions Payable $1,169,464
Accounts Payable and Other Accrued Expenses 1,109,710
Income Taxes Payable 333
Total Liabilities 2.279.507
Stockholders’ Equity:
Common Stock, $.10 Par Value 90,429
Additional Paid in Capital - 1,736,843
Retained Earnings 1,356,486
Total Stockholders’ Equity 3,183,758
Treasury Stock, 411,816 Shares at Cost ' (813.389)
Net Stockholders’ Equity 2,370,369
Total Liabilities and Stockholders’ Equity $4.649.876

The accompanying notes are an integral part of these consolidated financial statements.
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BARCLAY INVESTMENTS, INC.

Consolidated Statement of Income
Year Ended November 30, 2004

Revenues:
Net Gain on Trading Activities $13,668,644
Commissions ' 875,395
Interest and Dividends 24,413

Other Revenues

3,637

Total Revenues 14,572,089
Trading Expenses:
Commissions - Officers 555,635
Commissions - Employees 7,494,513
Clearing Fees 347,417
Interest Expense 38,068
Total Trading Expenses 8,435,633
Operating Expenses:
Officers Salaries 414,560
Other Compensation and Benefits 1,786,878
Rent 175,293
Travel and Entertainment 167,327
Communications and Telephone 53,487
Supplies and Postage 24,706
Insurance 11,760
Regulatory Fees 34,581
Information Systems 255,320
Professional Fees 82,758
Depreciation and Amortization 79,904
Other Operating Expenses 375,036
Contributions 57910
Total Operating Expenses 3.519,520
Operating Income Before Provision for Income Taxes 2,616,936
Provision for Income Taxes 246,000
Comprehensive Income $2.370,936

The accompanying notes are an integral part of these consolidated financial statements.

Oram, Yelon & Bernstein, P.C.
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BARCLAY INVESTMENTS, INC.
Consolidated Statement of Changes in Stockholders’ Equity
Year Ended November 30, 2004

Additional
Common Paid-In  Retained Treasury
Stock Capital Earnings Stock
Balance, December 1, 2003 $90,429 $1,736,843  $1,575,625 $(813,389)
Net Income 2,370,936
Dividends Paid (2.590,075)
Balance, November 30, 2004 $90.429 $1,736,843 $1,356.,486 $ (813,389)

The accompanying notes are an integral part of these consolidated financial statements.
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BARCLAY INVESTMENTS, INC.
Consolidated Statement of Cash Flows
Year Ended November 30, 2004

Operating Activities:
Net Income $2,370,936
Adjustments to Reconcile Net Income to
Net Cash Provided by Operating Activities:

Depreciation and Amortization 79,904
Deferred Income Taxes 400
Change In:
Accounts Receivable from Brokers and
Clearing Organizations 110,744
Other Accounts Receivable (3,634)
Securities Owned 1,474
Prepaid Expenses and Other Assets 2,561
Commissions Payable , (198,262)
Accrued Income Taxes (184,983)
Accounts Payable and Other Accrued Expenses 358,681
Total Adjustments 166.885
Net Cash Provided by Operating Activities 2,537.821
Investing Activities:
Net Purchases of Property and Equipment (50,538)
Net Cash (Used in) Investing Activities (50.538)
Financing Activities:
Dividends Paid (2,590,075)
Payments on Stock Redemption Note (11.339)
Net Cash (Used in) Financing Activities (2.601.414)
Decrease in Cash and Cash Equivalents (114,131)
Cash and Cash Equivalents, Beginning of Year 3,240,637
Cash and Cash Equivalents, End of Year $3.126,506

The accompanying notes are an integral part of these consolidated financial statements.

Oram, Yelon & Bernstein, P.C.
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BARCLAY INVESTMENTS, INC.
Consolidated Statement of Cash Flows (Continued)
Year Ended November 30, 2004

Supplemental Disclosures of Cash Flow Information:

Cash Paid During the Year for:

Interest $_38.068
Income Taxes $427.421

The accompanying notes are an integral part of these consolidated financial statements.
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1.

BARCLAY INVESTMENTS, INC.
Notes to Consolidated Financial Statements
November 30, 2004

Summary of Significant Account Policies

A.

Organization:
Barclay Investments, Inc. (the Company) offers investment advice and execution services to
selected institutions involved in domestic and foreign fixed-income markets

BFM, Inc. (BFM), a wholly owned subsidiary, registered as an investment advisor with the
Securities and Exchange Commission, provided investment advice to mutual fund companies.
BFM terminated its registration as an investment advisor on April 1, 2002 and is presently
inactive.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and BFM, Inc. as
of and for the year ended November 30, 2004. All material intercompany balances and
transactions are eliminated in consolidation.

Clearing Operations:

All Company and customer transactions are cleared on a fully disclosed basis through
independent broker-dealers. The Company pays these broker-dealers various charges and
fees for clearing services provided. All customer-related balances are carried on the books of
the clearing agents. In the event a customer is unable to fulfill its contractual obligation to
the clearing broker, the Company may be exposed to off-balance-sheet risk.

Securities Qwned:

Securities not readily marketable consists of warrants to purchase shares of NASDAQ Stock
Market, Inc. with an original cost of $20,100. The unexpired warrants have been valued
using the Black-Scholes model.

Depreciation and Amortization: _

For financial statement purposes, depreciation is computed using both the straight-line
method and accelerated methods over the estimated useful lives of the assets. Leasehold
improvements are amortized over the life of the related lease.

Statement of Cash Flows:
For purposes of the statement of cash flows, the Company considers all highly liquid, short-
term investments with a three month maturity or less upon acquisition to be cash equivalents.

~ Oram, Yelon & Bernstein, P.C.

CERTIFIED PUBLIC ACCOUNTANTS




BARCLAY INVESTMENTS, INC.
Notes to Consolidated Financial Statements
November 30, 2004

1. Summary of Significant Account Policies (Continued)

G. Revenue and Expense Recognition:

Securities transactions and the related commission revenue and expenses are recorded on a
trade date basis.

H. Income Taxes:
Effective January 1, 2002, the Company elected to be treated as an S Corporation for income
tax purposes. An S Corporation generally pays no federal and state income taxes and passes
through substantially all taxable events to the shareholders. Accordingly, there is no Federal
and minimal state tax included in the provision for income taxes. The Company is however,
subject to New York City corporation taxes and provision has been made for these taxes.

The Company’s provision for income taxes is based on all items included in income as
reported for financial statement purposes. Deferred income taxes are provided for on items
which are reportable in a different period for income tax purposes. Deferred income taxes
relate primarily to differences in accounting for depreciation and rent expense.

[.  Monetary Risk:
The Company maintains its cash in bank deposit accounts and money market funds which at
times may exceed federally insured limits. The Company has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk on cash deposits.

J.  Concentration of Business:
Approximately 40 percent, 16 percent and 14 percent of the Company’s gross revenues and
related commission expenses for the year ended November 30, 2004, came from business
transacted with three customers. Loss of any of these customers would have a significant
impact on the Company.

K. Use of Estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles 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 revenue and expenses during the
reporting period. Actual results could differ from those estimates.
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BARCLAY INVESTMENTS, INC.
Notes to Consolidated Financial Statements
November 30, 2004

. .2' Propertv and Equipment

Property and equipment is summarized as follows:

Furniture and Equipment $365,469
Leasehold Improvements 247,776
Total 613,245

Less Accumulated Depreciation
and Amortization 402,323
Property and Equipment, Net $210,922

Stockholders’ Equity
A summary of Common Stock shares authorized, issued and outstanding is as follows:

Shares authorized 1,000,000
Issued 904,290
Outstanding 492,474

Retirement Plans

Defined Contribution Retirement Plan:

During the year ended November 30, 1997, the Company established a tax sheltered savings plan
commonly known as a Section 401(k) Plan. Under the plan, employees who meet eligibility
requirements may generally contribute a portion of their compensation, based on limits pursuant to
the Internal Revenue Code, to the plan. Company contributions are discretionary in nature, based on
an annual vote of the Board of Directors. Employees vest in Company contributions in graduated
steps with 100% vesting after four years of service. The Company contribution to the plan for the
year ended November 30, 2004 was $241,298.

Leases
During the year ended November 30, 1997, the Company entered into a lease for office space in New

York. The lease contains a provision for escalating annual rentals and expires May 31, 2008.

Future minimum lease payments under noncancellable operating leases are as follows:

Fiscal Year Ending November 30

2005 $ 192,000
2006 195,000
2007 200,000
2008 103,000

Total $_690,000
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BARCLAY INVESTMENTS, INC.
Notes to Consolidated Financial Statements
November 30, 2004

6. Provision for Income Taxes
The components of the provision for income taxes are as follows:

2004
Current: .
State and Local . $ 245,600
Deferred: _
State and Local 400
Total Provision for Income Taxes $246,000

7. Aggregate Indebtedness and Net Capital Requirements
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢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 November 30,
2004, the Company had net capital of $ 1,604,686 which was in excess of its required net capital by

$1,452,711. The Company’s ratio of aggregate indebtedness to net capital at November 30, 2004 was
1.42to 1.

8. Commitments and Contingencies
Litigation:
The Company is defendant in a number of lawsuits related to activities of a former subsidiary,

Barclay Capital Management, Inc., which was sold in 1994, The Company believes the suits are
without merit, but is unable to predict the outcome at this time.

9. Capital Withdrawals

The Board of Directors approved a distribution of $335,000 to shareholders which was paid in
December 2004. The Company's policy is to distribute to shareholders any earnings in excess of
regulatory requirements and working capital needs

12
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SCHEDULE 1
BARCLAY INVESTMENTS, INC.
Computation of Net Capital Under Rule 15¢3-1
of the Securities & Exchange Commission
as of November 30, 2004

Net Capital:
Total ownership equity from
Statement of Financial Condition $2,370,369
Deduct ownership equity not allowable
for Net Capital 335,000
Total ownership equity qualified for Net Capital 2,035,369
Add:
Liabilities subordinated to claims of general
creditors allowable in computation of Net Capital 0
Other (deductions) or allowable credits 0
Total Capital and allowable subordinated liabilities 2,035,369

Deductions and/or charges:
Total nonallowable assets from Statement of

Financial Condition 410,342
Other deductions and/or charges 0 (410.342)
1,625,027
Other additions and allowable credits 0
Net Capital before haircuts on securities position 1,625,027
Haircuts on securities positions:
Contractual securities commitments 0
Subordinated securities borrowings 0
Trading and Investment securities:
Exempted securities 0
Debt securities 0
Other securities 20,341
Undue concentration 0
Net Capital - $1,604.,686
Computation of Net Capital Requirement
Minimum net capital required (6 2/3% of Aggregate
Indebtedness) $_151975

The accompanying notes are an integral part of these consolidated financial statements.
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SCHEDULE I (CONTINUED)
BARCLAY INVESTMENTS, INC.
Computation of Net Capital Under Rule 15¢3-1
of the Securities & Exchange Commission
as of November 30, 2004

" Minimum dollar net capital requirement of reporting

broker or dealer $__30,000
Net capital requirement ' : 151,975
Excess of net capital 1,452,711
Excess of net capital at 1000% 1,376,735
Ratio of Aggregate Indebtedness to Net Capital 1.4205

Reconciliation with corporation’s computation (included in Part II of
Form X-17a-5 as of November 30, 2004)

Net capital as reported 1,390,103
Net income adjustments 68,435
Hair cut adjustments 5,167
Non-allowable asset adjustments 140,981
Net capital as adjusted 1,604,686

Non-Allowable Assets

Petty Cash ‘ 184
Receivables 30+ days and other receivables 111,120
NASD Warrants 264
Property and Equipment - Net 210,922
Prepaid Expenses and Security Deposits 78,252
Deferred Taxes 9.600
Total Non-Allowable Assets 410,342
Aggregate Indebtedness: :
Commissions Payable 1,169,464
Accounts Payable and Accrued Expenses 1,109,710
Income Taxes Payable 333
Total Aggregate Indebtedness $.2.279.507

The accompanying notes are an integral part of these consolidated financial statements.
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SCHEDULE I (CONTINUED)
BARCLAY INVESTMENTS, INC.

Statement Regarding Exemption From Reporting:
Computation for Determination of Reserve Requirements
Under Rule 15¢3-3

Barclay Investments, Inc. is exempt from Rule 15¢3-3 of the Securities and Exchange
Commission under 17 CFR 240.15¢3-3 (k) (2) (i1).

Information Relating to the Possession or
Control Requirements Under Rule 15¢3-3

The Company, as an introducing broker, clears all transactions with and for customers on a fully
disclosed basis with a clearing broker and promptly transmits all customer funds and securities to
the clearing broker who carries all of the accounts of such customers.

The Company does not maintain margin accounts for its customers; and, therefore, there were no
eXxcess margin securities.

Procedures for the handling and safeguarding of securities, in the event that they are received,
were reviewed and determined to be adequate.
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AUDITORS' REPORT ON INTERNAL CONTROL

TO THE BOARD OF DIRECTORS OF
BARCLAY INVESTMENTS, INC.

In planning and performing our audit of the consolidated financial statements of Barclay
Investments, Inc. for the year ended November 30, 2004, we considered its internal control
structure, including procedures for safeguarding securities, in order to determine our auditing
procedures for the purposes of expressing our opinion on the consolidated financial statements
and not to provide assurance on the internal control structure.

We also made a study of the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) of the
Securities and Exchange Commission (SEC) and the procedures for determining compliance
with the exemptive provisions of rule 15¢3-3. We did not review the practices and procedures
followed by the Company in making the quarterly securities examinations, counts, verifications
and comparisons, and the recordation of differences required by rule 17a-13 or 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, because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities.

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 SEC'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 of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.
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Because of inherent limitation in any internal control structure or the practices and procedures
referred to above, errors 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 the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weakness 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 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 normal course of performing their assigned functions. However, we noted no
matters involving the internal control structure, including procedures 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, the Commodity Exchange Act 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
November 30, 2004, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers, Inc., the Commodity Futures
Trading Commission, the National Futures Association and other regulatory agencies which rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 and Section 1.17 of the Commodity
Exchange Act in their regulation of registered brokers and dealers and is not intended to be and
should not be used by anyone other then these specific parties.

NEW YORK, NEW YORK
JANUARY 11, 2005
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