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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:  Charter Oak Asset Management, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.
1520 Highland Avenue

(No. and Street)

Cheshire CT 06410
(City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Robert S, Malik 203-272-3597 X1
{Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Federico § Sette P.C. (Michael J. Federico, CPA)

(Name - if individual, state last, first, middle nume)

P.O. Box 185220 Hamden, CT ; 06518
(Address) ‘ (City) (State) {Zip Code)

CHECK ONE:
KX Certified Public Accountant
O Public Accountant

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
Potential persons who are to respond to the collection of

information contained in this form are not required to respond
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OATH OR AFFIRMATION

I Robert S. Malik , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Charter Oak Asset Management, Inc. , as

of 12-3] ,20 04 | 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:

\t/fé NAE

Signature

President
Title

(FZi;wLa Kl4uyuyauy, jj;mvwn*nwzayuun‘+[r/

Notary Piblic

This report ** contains (check all applicable boxes):

® (a) Facing Page.

Bd (b) Statement of Financial Condition.

= (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have exisied since the date of the previous audit.

ROR O ROOROKRK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




CHARTER OAK ASSET MANAGEMENT, INC.
FINANCIAL STATEMENTS
FOR THE YEAR ENDED
DECEMBER 31, 2004



F€deri00 MicHAEL J. FEDERICO, é_gA'
SEtte, R C. LYNN V. SETTE, C.RA.

Independent Audit Report

To the Board of Directors

and Stockholders of:

Charter 0Oak Asset Management, Inc.
Cheshire, Connecticut

We have audited the accompanying balance sheet of Charter Oak Asset
Management, Inc. as of December 31, 2004 and the related statements
of income, comprehensive income, and retained earnings, 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 1in 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 Charter
Oak Asset Management, Inc. as of December 31, 2004, and the results
of its operations and its cash flows for the year then ended in
conformity with generally accepted accounting principles and
pursuant to Section 17a-5(d) of the National Association of
Securities Dealers, Inc.

February 16, 200%9/

A Professional Corporation of Certified Public Accountants and Consultants
2690 WHITNEY AVENUE ¢ P.O. Box 185220 » HaMpeN, CT 06518 » 203.248.9966 TEL * 203.248.1473 rAX



EXHIBIT A

LIABILITIES AND STOCKHOLDER'S EQUITY

Current Liabilities: :

Accounts Payable $ 7,993
Total Liabilities 7,993

Stockholder's Equity:
Common Stock - no par, 5,000 shares
authorized, 2,100 shares issued and

outstanding 7,000
Retained Earnings 74,805
Total Stockholder's Equity 81,805

TOTAL LIABILITIES AND
STOCKHOLDER'S EQUITY $ 89,798

See Accompanying Notes to Financial Statements.

FEDERICO & SETTE, P.C. * CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS * HAMDEN, CT
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CHARTER OAK ASSET MANAGEMENT,
COMPREHENSIVE INCOME,

STATEMENT OF INCOME,

EXHIBIT B

INC.

AND RETAINED EARNINGS
FOR THE YEAR ENDED

DECEMBER 31,

Services

General & Administrative Expenses’
Operating Income

Other Income & (Expense):
Dividend Income
Depreciation Expense

Net Income

Other Comprehensive Income:
Unrealized Holding Gains - Note 7

Comprehensive Income
Retained Earnings - January 1, 2004

Retained Earnings - December 31, 2004

See Accompanying Notes to Fi

2004

S 664,565

661,664

2,901

2,297

( 2,529)

2,669

1,125
3,794

71,011

$ 74,805

nancial Statements.

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC AGCOUNTANTS AND CONSULTANTS ® HAMDEN, CT
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CHARTER OAK ASSET MANAGEMENT,
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED
DECEMBER 31, 2004

Cash Flows from Operating Activities:
Net Income - Exhibit B

Adjustments to reconcile net income to
net cash flows used by operating

activities:

Depreciation
Increase in Accounts Payable

Net Cash Flows Provided
By Operating Activities:
Net Increase in Cash
Cash and Cash Equivalents - January 1, 2004

Cash and Cash Equivalents - December 31, 2004

EXHIBIT C

2,669

2,529
687

5,885

5,885

57,388

$ 63,273

Supplemental Disclosure of Cash Flow Information

Cash Paid for Income Taxes S

See Accompanying Notes to Financial Statements.

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ® HaMDEN, CT




CHARTER OAK ASSET MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS

Organization:

Charter Oak Asset Management, Inc. was organized and
incorporated on February 27, 1987. The Corporation’s
stock is wholly owned by Robert Malik. The Company is
engaged in providing investment advice to the general
public.

Summary of Significant Accounting Policies:

The accompanying financial statements have been prepared
on the accrual basis of accounting in accordance with
generally accepted accounting principles.

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 revenues and expenses during the period. Actual
results could differ from those estimates and those
differences may be material.

Fixed assets are stated at historical cost. Depreciation
is computed utilizing the straight line method over the
assets estimated useful life.

For the purpose of the statement of cash flows the
Company considers cash in its operating accounts as cash
and cash eguivalents.

Advertising and/or promotion costs, if incurred, are
included in general and administrative expenses, and are
expensed as incurred.

FEDERICO & SETTE, P.C. * CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS * HAMDEN, CT
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CHARTER OAK ASSET MANAGEMENT, INC.
NOTES TO THE FINANCIAL STATEMENTS

Income Taxes:

The Company has elected to be taxed as a Subchapter “S”
Corporation under Section 1362 in The Internal Revenue
Code. This section provides that in lieu of corporate
income taxes, the stockholder is taxed on the Company’s
taxable income.

Net Capital Reguirements:

The Company 1s subject to the NASD net capital rule,
Section 17A-5(d), which requires the maintenance of
-minimum net capital and requires the ratio of aggregate
indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At December 31, 2004, the Company had net
capital of $ 67,020 which was $ 62,020 in excess of its
required net capital of $5,000.

SEC _Rule 15c3-3 Exemption:

Charter Oak Asset Management, Inc. claims an exemption
from Securities and Exchange Commission Rule 15¢3-3 as a
result of its limited business activities as a Broker
Dealer as outlined at Rule 15¢3-3(k)(1)i,ii,and 1iii.

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ® HampeN, CT




CHARTER OAK ASSET MANAGEMENT, INC.
NOTES TO THE FINANCIAL STATEMENTS

leasing Arrangements:

The Company operates from office space located at 1520
Highland Avenue, Cheshire, Connecticut. The lease is a
two year lease that is renewable for an additional three
year period. The Company elected to exercise its option
to renew its lease through August 2008. The Company 1is
currently paying rent at the base rent of $§ 1,858.00 per
month. Rent expense for the year ended December 31, 2004
was $ 22,296. - ‘

The future minimum lease payments for the above noted
lease for the years following December 31, 2004 are as

follows:

For the year ending

December 31, Amount
2005 $ 22,780
2006 23,736
2007 23,736
2008 : 15,824

S 86,076

Investments & Comprehensive Income:

The amount presented here, namely $15,300, represents the
carrying value of 1500 shares of NASDAQ Stock Market,

Inc. The original purchase price was $18,900. The
$3,600 reduction in carrying value represents the
unrealized loss on market value. This loss has been

recognized 1in accordance with FAS 130, Reporting
Comprehensive Income.

The Company has adopted the provisions of Financial
Accounting Standards No. 130, “Reporting Comprehensive

Income” in the current year. FAS 130 governs the
financial statement presentation of changes in retained
earnings from non-shareholder sources. Other

comprehensive income or loss reported in these financial
statements represents the unrealized 1loss on available
for sale securities.

FEDERICO & SETTE, P.C. ®* CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ® HaMmpeN, CT




CHARTER OAK ASSET MANAGEMENT, INC,.
NOTES TO THE FINANCIAL STATEMENTS

Investments & Comprehensive Income: - continued

The investments in the NASDAQ stock were previously restricted
stocks. The restriction on the marketability of these stocks
has been eliminated and this investment can now be readily
traded.

Pension Plan:
The Company has instituted a Simplified Employee Pension for

all eligible employees. The contribution to the plan for the
year ended December 31, 2004 is $47,944.

FEDERICO & SETTE, P.C. ®* CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ® HampeN, CT
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Ederico MiCHAEL J. FEDERICO, C.RA.

&Sette,m. v srmoss

INDEPENDENT AUDITOR'S REPORT ON
SUPPLEMENTAL INFORMATION

To the Board of Directors

and Stockholders of:

Charter Oak Asset Management, Inc.
Cheshire, Connecticut ’

Our audit was made for the purpose of forming an opinion on the
basic financial statements taken as a whole. The additional data
included in the following schedules are presented for the purpose
of additional analysis and is not a required part of the basic
financial statements. 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 all material
respects in relation to the basic financial statements taken as a
whole.

7/ 7

February 16, 2005

A Professional Corporation of Certified Public Accountants and Consultants
2690 WHITNEY AVENUE ¢ P.O. Box 185220  HaMpeN, CT 06518 ¢ 203.248.9966 TEL * 203.248.1473 FAX




SCHEDULE B-1

CHARTER OAK ASSET MANAGEMENT, INC.
SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED
DECEMBER 31, 2004

Broker Dealer Dues & Fees $ 1,510
Research and Product Development 3,201
Auto Expense 2,815
Computer Supplies 509
Consulting Fees 78
Donations 19,818
Dues & Fees 720
Equipment Rental & Maintenance 601
Insurance 15,3009
Legal & Accounting 3,380
Office Expenses 14,689
Pension Expense 47,944
Software - 347
Rent 22,296
Salaries 504,718
Subscriptions " 3,593
Taxes - Payroll 15,787
Taxes - Other © 659
Telephone & Utilities 3,690

Total General & Administrative

Expenses S 661,664

See Accompanying Independent Auditor's Report on Supplemental Information.

FEDERICO & SETTE, P.C. ®* CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS * Hampen, CT
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CHARTER OAK ASSET MANAGEMENT, INC.
COMPUTATION OF NET CAPITAL

DECEMBER 31,

Total Ownership Equity

Total Non-Allowable Assets
Net Capital Before "Haircuts"
Less: "Haircuts"

[e)

% of Money Market Funds &
15 % of Stock Invest.

Net Capital

$ 81,805
(__11,225)
70,580
(____3,560)
S 67,020

No Material Differences Exist

See Accompanying Independent Auditor's Report on Supplemental Information.

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ® HAMDEN, CT




CHARTER OAK ASSET MANAGEMENT, INC.
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
DECEMBER 31, 2004

A. Minimum Net Capital Required $ 532
( Based on Aggregate Indebtedness
6.67% of AI)
B. Minimum Dollar Requirement 5,000
Net Capital Requirement:

Greater of A or B 5,000
Excess Net Capital 62,020
Excess Net Capital @ 1000%

{ Net Capital - 10% of AI) 66,220
Total AI Indebtedness

( AT Liabilities from Balance

$ 7,993

Sheet)

No Material Differences Exist

See Accompanying Independent Auditor's Report on Supplemental Information.

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ¢ HAMDEN, CT
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CHARTER OAK ASSET MANAGEMENT, INC.
INDEPENDENT AUDITOR'S REPORT ON

INTERNAL CONTROL




‘i ®
‘e der lc O MicHAEL J. FEDERICO, C.BA.
@E Sette, RC. LYNN V. SETTE, C.RA.

To the Board of Directors
Charter Oak Asset Management, Inc.
Cheshire, Connecticut

In planning and performing our audit of the financial
statements, we considered the Company's internal <control
structure in order to determine ocur auditing procedures for the
purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control structure.
We noted no certain matters involving the internal control
structure and its operation that we considered to be reportable
conditions under standards established by the American Institute
of Certified Public Accountants.

Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation
of the internal control structure that, in our judgement, could
adversely affect the organization's ability to record, process,
summarize and report financial data <consistent with the
assertions of management in financial statements. '

A material weakness 1is a reportable condition in which the
design or operation of one or more of the internal control
structure elements does not reduce to a relatively low level the
risk that errors or irregularities 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 1in the normal course of performing their assigned

functions. We noted no matters involving the internal control
structure and its operation that we consider to be a material
weakness.

A Professional Corporation of Certified Public Accountants and Consultants
2690 WHITNEY AVENUE » P.O. Box 185220 ¢ HaMpeN, CT 06518 » 203.248.9966 TEL » 203.248.1473 FaX




Qur consideration of the internal control structure would not
necessarily disclose all matters in the internal control
structure that might be reportable conditions and, accordingly,
would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses as defined above.

This report is intended for the information of the management of
Charter Oak Asset Management, Inc. and the National Association
of Securities Dealers, Inc.

February 16, 2005

FEDERICO & SETTE, P.C. ® CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ¢ HaMDEN, CT




