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OATH OR AFFIRMATION

I, Lori A. Smith

, swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Minshall & Company, Inc.

, as
of December 31 ,20_04 _, are true and correct. 1 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:

S0 G S
ignature

Chief Operating Officer

Title

Notalry Public

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

bd (a) Facing Page. ¥
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

X
[
% (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.
(1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
[;a (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.

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

3 (1) An OQath or Affirmation.
[0 (m) A copy of the SIPC Supplemental Report.

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

Coy o

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

A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
TULSA, OKLAHOMA

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Minshall & Company Inc.

We have audited the accompanying statement of financial condition of Minshall & Company Inc. (a
wholly-owned subsidiary of Capital Advisors, Inc.) as of December 31, 2004, and the related statements of
income, stockholder's equity, cash flows, and changes in liabilities subordinated to claims of general
creditors for the year then ended. These financiai statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.
The financial statements of Minshall & Company, Inc. as of December 31, 2003, ‘and for the year then
ended were audited by cother auditors whose report dated February 10, 2004, expressed an unqualified
opinion.

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 Minshali & Company Inc. as of December 31, 2004, 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 Ametica.

#©%w 3 Soveres <

February 11, 2005



MINSHALL & COMPANY INC.

STATEMENTS OF FINANCIAL CONDITION

As of December 31, 2004 2003
ASSETS
Cash $ 134,890 $ 178,589
Marketabie securities, at market value 3,045 2,760
Accounts receivabie 8,525 6,667
Prepaid expenses 917 10,633
Deferred income taxes 10,200 3,100
Deposits 548 1,128
TOTAL ASSETS $ 158,125 $ 202,877
LIABILITIES AND STOCKHOLDER'S EQUITY
Accounts payabie $ 8,509 $ 1,118
Accrued expenses 4,500 3,500
Due {o Parent Company 7,850 4,797
Total liabilities 20,859 9,415
STOCKHOLDER'S EQUITY:
Common stock, $.01 par value; authorized 1,000
shares; issued and outstanding 100 shares 1 1
Additicnal paid-in capital 115,608 115,608
Retained earings 21,657 77,853
Total stockholder's equity 137,266 193,462
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 158,125 $ 202,877

The accompanying notes and independent auditors’ report
are an integral part of these financial statements.
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MINSHALL & COMPANY INC.

STATEMENTS OF INCOME

For the Years Ended December 31, 2004 2003
OPERATING REVENUES:
Commissions $ 84248 $ 112,227
Interest and dividends 12,806 52,214
Other 3,784 25,501
Net (foss) on disposition of fixed assets - (2,053)
Net gain (foss) on marketable securities:
Realized 22 (2,751)
Unrealized 285 660
Total Operating Revenues 101,145 185,798
OPERATING COSTS AND EXPENSES:
Compensation 619 7,528
Payroll taxes 47 259
Office supplies and expenses 33,972 51,130
Professional fees 4,000 3,500
Administrative fee 12,000 48,000
Dues and subscriptions 580 5,376
Depreciation - 4,519
Licenses and permits 4,093 3,745
Other 7,230 19,868
Total Operating Costs and Expenses 62,541 143,925
INCOME BEFORE INCOME TAXES 38,604 41,873
PROVISION FOR INCOME TAXES 4,800 6,000
NET INCOME $ 33,804 $ 35,873

The accompanying notes and independent auditors’ report

are an integrai pant of these financial statements.
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MINSHALL & COMPANY iNC.

STATEMENTS GF STOCKHOLDER'S EQUITY
For the Years Ended December 31, 2004 and 2003

Additional Total
Common Paid-In Retained Stockholder's

Stock Capital Eamings Equity
BALANCE, December 31, 2002 $ 1 $ 115,608 $ 171,980 $ 287,589
Net income - - 35,873 35,873
Dividends - - (130,000) (130,000)
BALANCE, December 31, 2003 4 115,608 77,853 193,462
Net income - - 33,804 33,804
Dividends - - (90,000) (90,000)
BALANCE, December 31, 2004 $ g $ 115,608 $ 21,657 $ 137,266

The accompanying notes and independent auditors’ report

are an integral part of these financial statements.
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MINSHALL & COMPANY INC.

STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2004 2003
OPERATING ACTIVITIES:
Net income $ 33,804 $ 35,873
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation - 4,519
Deferred income taxes (7,100) (5,600)
Net loss on disposition of fixed assets - 2,053
Net (gain) loss on marketable securities (285) 2,091
Changes in assets and liabilities -
Accounts receivable (1,858) 3,949
Prepaid expenses and deposits 10,286 (1,040)
Accounts payable and accrued liabilities 11,444 (12,809)
Net cash provided by operating aclivities 46,301 29,036
INVESTING ACTIVITIES:
Purchases of marketabie securities - (394,606)
Proceeds from sales of marketable securities - 391,855
Net cash used in investing activities - (2,751)
FINANCING ACTIVITIES:
Dividends paid (90,000) (130,000)
Net cash used in financing activities (80,000) (130,000)
NET DECREASE IN CASH (43,699) (103,715)
CASH, beginning of year 178,589 282,304
CASH, end of year $ 134,890 $ 178,589
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Taxes paid (net of refunds) $ 16,050 $ 5100

The accompanying notes and independent auditors’ report
are an integral part of these financial statements.



MINSHALL & COMPANY INC.

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATED TO
CLAIMS OF GENERAL CREDITORS

Years Ended December 31, 2004 and 2003

The Company had no liabilities subordinated to claims of general creditors during the years
ended December 31, 2004 and 2003.

The accompanying notes and independent auditors’ report
are an integral part of these financiai statements.
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MINSHALL & COMPANY INC.

NOTES TO FINANCIAL STATEMENTS

December 34, 2004 and 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business

Minshall & Company Inc. (the Company) was incorporated on May 14, 1987 as a broker/dealer in
securities transactions and commenced operations on March 13, 1988. The Company is
registered as a broker/dealer with the Securities and Exchange Commission and the Oklahoma
Securities Commission and is a member of the National Association of Securities Dealers, Inc.
The Company is a wholly-owned subsidiary of Capital Advisors, Inc. and is engaged primarily in
brokerage and investment banking adtivities.

Management 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 at the date of the financial statements and the reported amounts
of revenues and expenses during the reposted period. Actual results could differ from these
estimates.

Marketable Securities

Marketable securities are carried at market value. Realized gains and losses on dispositions of
marketable securities are computed based on the difference between net proceeds and the cost
basis of the securities sold. Realized and unrealized gains and losses are recorded as income.
Interest and dividends from marketable securities are included in income when earned.

Revenue Recognition

Customer securities transactions and related commission income and expense are recorded on a
trade date basis. Investment banking revenues are recorded at the time the related transaction is
completed and the income is reasonably determinable.

income Taxes

The Company files consolidated tax retumns with its parent, Capital Advisors, inc. The Company
computes its income tax provision based upon a tax allocation agreement with Capital Advisors,
inc., which provides for calculation of income tax on a stand-alone basis. The Company has
recorded amounts owing or refundable under the agreement as a liability to or receivable from
Capital Advisors, Inc. Deferred tax liabilities and assets are recognized for the tax effect of
differences between the financial statement and tax bases of assets and liabilities. A valuation
allowance is established to reduce deferred tax assets to estimated realizable amounts if it is
more {ikely than not that a deferred tax asset will not be realized.
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MARKETABLE SECURITIES

Marketable securities owned at December 31, 2004 and 2003, consist solely of 300 shares of
restricted stock of NASDAQ Stock Market, Inc. Cost and fair market value are as follows:

2004 2003
Market value $3,045 $2,760
Cost 2,100 2,100
Net unrealized gains $_045 $_660

STOCKHOLDER'S EQUITY AND RESTRICTION

The Company is required by Oklahoma securities regulations and the National Association of
Securities Dealers, Inc. to maintain a minimum net worth (as defined) of $10,000 and $25,000,
respectively. At December 31, 2004 and 2003, the Company’s qualified net worth was in excess
of these required minimums.

INCOME TAXES

The provision for income taxes consists of:

2004 2003

Taxes currently payable $11,900 $11,600
Deferred income taxes (7.100) (5.600)
$_4,800 $_6.000

The tax effect of temporary differences related to deferred income taxes result primarily from tax
differences in treatment for unrealized gains and charitable contributions.

A reconciliation of income tax expense at the statutory rate to income tax expense at the
Company’s effective rate is shown below:

2004 2003

Federal computed at the statutory rate $13,125 $8,323
State income taxes - net of federal tax benefit 2,185 2,112
Rate differentials and other (10.510) (4.435)
$_4.800 $6.000

RELATED PARTY TRANSACTIONS

Certain directors of the Company are aiso directors of other entities with which the Company
conducts transactions in the normal course of business.

During 2004 and 2003, the Company paid its parent (Capital Advisors, Inc.) an administrative fee
of $12,000 and $48,000, respectively. In addition, the Company received approximately $4,500
and $16,100 in commission fees from Capital Advisors, Inc., its shareholders and other related
entities during 2004 and 2003, respectively.




Jv
‘----------

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a securities broker, the Company is engaged in buying and selling securities for a diverse
group of institutional and individual investors. The Company introduces those transactions for
clearance to another broker/dealer on a fully disclosed basis.

The Company’s exposure to credit risk associated with nonperformance of customers in fulfilling
their contractual obligations pursuant to securities transactions can be directly impacted by
volatile trading markets, which may impair the customer’s ability to satisfy their obligations to the
Company. The agreement between the Company and its clearing broker provides that the
Company is obligated to assume any exposure related to such nonperformance by its customers.
The Company seeks to control the aforementioned risks by requiring customers without
longstanding relationships with the Company to pay for security purchases at the time orders are
placed, or maintain collateral with the clearing broker in compliance with various regulatory
requirements and the clearing broker's intemal guidelines. The Company monitors its customer
activity by reviewing information it receives from its clearing broker on a daily basis.
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Hogan & Siovacek

A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
TULSA, OKLAHOMA

INDEPENDENT AUDITORS’ REPORT ON ADDITIONAL INFORMATION

To the Board of Directors
Minshall & Company Inc.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The nature of our audit procedures is more fully described in our report on the basic financial
statements. The accompanying additional information is presented for purposes of additional analysis
and is 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 our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

éﬁﬁ-gz@\w 5 SQD\/M Ko

February 11, 2005
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MINSHALL & COMPANY INC.

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT TO
RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31, 2004

Total stockhelder's equity $ 137,266
Total nonallowable assels 14,710
Net capital before haircut on security positions 122,556
Haircut on securities -
Net capital 122,556
Minimum doilar net capital requirement 25,000
Excess Net Capital $ 97,556
Total Aggregate Indebtedness $ 20,859
Percentage of Aggregate Indebtedness to Net Capital 17.02%
Reconciliation with Company's computation (included in Part lIA of Form X-17A-5

as of December 31, 2004):
Excess net capital, as reported in Company's Part 1A (Unaudited)

Focus Report $ 127,034
Audit adjustments to record net additional liabilities 4,478
Excess Net Capital Per Above $ 122,556
Totai aggregate indebtedness, as reported in Company's

Part lIA (Unaudited) Focus Report $ 16,381
Audit adjustments to record net additional liabilities 4,478
Total Aggregate Indebtedness Per Above $ 20,859
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MINSHALL & COMPANY INC.

COMPUTATICN FOR DETERMINATION OF RESERVE REQUIREMENTS FOR BROKER AND
DEALERS PURSUANT TO RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

As of1Decembe€r 31, 2004

Minshalf & Company inc. ciears all transactions on a fully disclosed basis through a
clearing broker and does not hold customer funds or securities, and therefore is exempt

-from Rule 15c¢3-3 pursuant to paragraph (K)(2)(ii).
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Hogan & Slovacek

A PROFESSIONAL CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS
TULSA, OKLAHOMA

INDEPENDENT AUDITORS' REPORT
ON INTERNAL CONTROL

To the Board of Directors
Minshall & Company Inc.

In planning and performing our audit of the financial statements and additional information of
Minshall & Company Inc. the Company) for the year ended December 31, 2004, we considered its
internal control in order to determine our auditing procedures for the purpose of expressing an opinion on
the financial statements and not to provide assurance on intemal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the
Commission), we have made a study of the practices and procedures followed by the Company, including
tests of 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. We did
not review the practices and procedures followed by the Company in making 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
Reguiation T of the Board of Governors of the Federai 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 and {he 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 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 Commission'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 generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in any intemal control structure or the practices and procedures
referred to above, errors or iregularities may nevertheiess 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 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 intemal 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
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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 that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives refemred to in the
second paragraph of this report are considered by the Commission 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 maternial 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, 2004, to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the Securities and Exchange Commission, the National Association of Securities Dealers, Inc. and other
regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their

regulation of registered brokers and deailers and is not intended to be and should not be used by anyone
other than these specified parties.

CﬁQQ@M % S Q(NMIL

February 11, 2005

-14-




