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OATH OR AFFIRMATION
1, g [z:r— L{H N gANV\A'?AM , swear (of affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Prz LSnk 4 Comparsy
DE CENRER 73|} ,20004 , 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:

Aol

Signature

(a) FacingiPage.
(b) Statemeént of Financial Condition.
(c)\Statement of Income (Loss).
& (d) Statement of Changes in Financial Condition.
[3/(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
LY/ (f) Statement of Changes in Liabilities Subordmated to Claims of Creditors.
0 (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O (j) 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
M) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
0O (n) Areport 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 240.17a-5(e)(3).




JEFFREY BAER & ASSOCIATES, LTD.

Certified Public Accountants & Consultants

Member
American Institute of Certified Public Accountants
lliinois CPA Society

To Whom It May Concern:

~ As required by Regulation 1.16 under the Commodity Exchange Act (CEA), we have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by Prisma & Company, Inc. (“Company”) that we
considered relevant to the following objectives stated in Regulation 1.16.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures as referred under relevant acts of the
Commodity Futures Trading Commission (CFTC) and the Securities and Exchange
Commission (SEC). 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, and to assess whether those practices and procedures can
be expected to achieve the CFTC’ s and SEC’s above stated 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 acquisition, 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. Regulation 1.16(d)(2) lists
additional objectives and practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control or the practices and procedures
referred to above, errors or fraud may occur and not be detected. Also, projections o 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 Company’s internal controls would not necessarily disclose all
matters in the Company’s 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 one or more of the
internal controls components does not reduce to a relatively low level the risk that errors
or fraud in the 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 Company’s internal controls and operation, including controls for
safeguarding firm assets (the Company does not carry and will not carry any customer
assets) that we consider to be material weakness as defined above.

We understand that the practices and procedures that accomplish the objectives referred

to in the second paragraph of this report are considered by the CFTC to be adequate for
the purposes in accordance with CEA Act and related regulations and that practices and

35 N. Whitney Street * 2nd Floor * Grayslake, lilinois 60030 ¢ (847) 223-5547 Tel » (847) 223-5675 Fax * www.jbaercpa.com




procedures that do not accomplish such objectives in all material respects indicate
material inadequacy for such purposes. Based on this understanding we believe that the
Company’s practices and procedures were adequate at December 31, 2004 to meet the
Commission’s objectives.

This report is intended solely for the information and uses of the Board of Directors,
management, the CFTC, the SEC and other regulatory agencies that rely on Regulation
1.16 under the CEA Act and should not be used for any other purpose.

S -

Jeffrey Baer, CPA
February 21, 2005

JEFFREY BAER & ASSOCIATES, LTD.
Certified Public Accountants & Consultants




PRISMA & COMPX

FINANCIAL STATEMENTS AND SUPPORTING
SCHEDULES PURSUANT TO RULE 17A-5
OF THE SECURITIES AND EXCHANGE COMMISSION

as of December 31, 2004

AVATIABLE FOR PUBLIC INSPECTION

JEFFREY BAER & ASSOCIATES, LTD.
Certified Public Accountants & Consultants



® - ' JEFFREY BAER & ASSOCIATES, LTD.
Certified Public Accountants & Consultants

Member
American Institute of Certified Public Accountants
Hlinois CPA Society

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Prisma & Company

I have audited the accompanying statement of financial conditicn of

Prisma & Company as of December 31, 2004 and the related statements

of income, changes in liabilities subordinated to claims of general

creditors and stockholders’ equity, and cash flows for the year

then ended. These financial statements are the responsibility of

Prisma & Company'’s management. My responsibility is to express an
® opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing
standards. Those standards require that I 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. I believe that my audit provides a
reasonable basis for my opinion.

In my opinicon, the financial statements referred to above present
fairly, in all material respects, the financial position of Prisma
& Company 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.

My audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The computation of
net capital included with this report is presented for purposes of
additional analysis and 1s not a required part of the basic
financial statements, but is supplementary information required by
rule 17a-5 of the Securities and Exchange Commission. Such
information has been subjected to the auditing procedures applied
in the audit of the basic financial statements, and in my opinion,
is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

\J&J\ e

Deerfield, Illinois
February 21, 2005

® 35 N. Whitney Street » 2nd Floor = Grayslake, lllinois 60030 ¢ (847) 223-5547 Tel « (847) 223-5675 Fax ¢ www.jbaercpa.com



PRISMA & COMPANY

STATEMENT OF FINANCIAL CONDITION

December 31, 2004

ASSETS
Cash and Cash Equivalents $ 17,597
Equipment S 4,000
Less: Accumulated Depreciation 3,194 806
Total Assets $ 18,403

LIABTILITIES AND STOCKHOLDERS’ EQUITY

Liabilities: S 0

Stockholders’ Equity:
Common Stock-Class A, No Par Value, 100 Shares

Authorized, 100 Shares Issued & Outstanding 100
Additional Paid-in Capital 312,585
Retained Earnings (294 ,282)
Total Stockholders’ Equity 18,403
Total Liabilities & Stockholders’ Equity $ 18,403

The accompanying notes are an integral part of the financial
statements.

JEFFREY BAER & ASSOCIATES, LTD.
Certified Public Accountants & Consultants
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PRISMA & COMPANY

STATEMENT OF INCOME

For the Year Ended December 31, 2004

Revenue:
Consulting Income S 6,500
Commission Income 179,696
Interest Income 9
186,205
Expenses:
Communications 7,000
Compliance & Regulatory Fees 3,140
Depreciation Expense 538
Professional Fees 57,765
Other Operating Expenses 117,535
185,978
Net Income S 227

The accompanying notes are an integral part of the financial
statements.

JEFFREY BAER & ASSOCIATES, LTD.

Certified Public Accountants & Consultants



PRISMA & COMPANY

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS AND STOCKHOLDERS’ EQUITY

For the Year Ended December 31, 2004

Liabilities

Subordinated Capital

to Claims of Class A In Excess

General Common of Retained

Creditors Stock Par Value Earnings Total
Balance of
January 1, 2004 S -0- $ 100 $312,585 $(294,509) $ 18,176
Net Income (Loss) 227 227
Balance as of
December 31, 2004 S -0- S 100 $312,585 S (2%4,282) S 18,403

The accompanying notes are an integral part of the financial statements.

JEFFREY BAER & ASSOCIATES, LTD.

Certified Public Accountants & Consultants
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PRISMA & COMPANY

STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income S 227
Depreciation 538
NET CASH PROVIDED BY OPERATING ACTIVITIES 765

CASH FLOWS USED BY INVESTING ACTIVITIES:
Purchase of Equipment

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from additional paid-in-capital $ 0

NET CASH PROVIDED BY FINANCING ACTIVITIES 0
NET INCREASE IN CASH 765
CASH AT BEGINNING OF YEAR 16,832
CASH AT END OF YEAR $ 17,587

The accompanying notes are an integral part of the financial statements.

JEFFREY BAER & ASSOCIATES, LTD.

Certified Public Accountants & Consultants



PRISMA & COMPANY

NOTES TO FINANCIAL STATEMENTS

Organization

The Company was incorporated on June 20, 1996 as Prisma

and Company under the laws of the State of Illinois.

The Company is currently registered as a broker/dealer with
the Securities and Exchange Commission and the National
Association of Securities Dealers, Inc.; and as a Commodity
Trading Advisor with the National Futures Association.

Capital Stock

The authorized capital stock of the Company is comprised of one
class of common stock: Class A (voting stock), no par value,
100 shares authorized.

Minimum Capital Reguirements

The Company is subject to the minimum capital requirements pur-
suant to the regulations under the Commodity Exchange Act, as
amended, and the minimum net capital rule (Rule 15c3-1) under
the Securities Exchange Act of 1934. At December 31, 2004,

the applicable minimum capital requirements had been exceeded.

JEFFREY BAER & ASSOCIATES, LTD.

Cenrtified Public Accountants & Consultants
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PRISMA & COMPANY

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR
BROKER-DEALERS UNDER RULE 15¢3-3

AND

INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3

as of December 31, 2004

The Company does not carry customer accounts as defined by Rule
15c3-3 of the Securities Exchange Act of 1234. Therefore, the
Company is exempt from the provisions of that rule.

10

JEFFREY BAER & ASSOCIATES, LTD.

Certified Public Accountants & Consultants



