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OATH OR AFFIRMATION

I, Melissa Henahan . , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
D.L. Baker & Co., Incorporated dba Baker & Co., Incorporated

, as

of December 31 : ,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:

VP/CO0/CFO

A
el - Title
l' LINDSEY J. RICHARDS

- A ¢ Ohio
& _ Motary Public, State ot YIS
Not@#ubllc ‘ My Cor mission Expires Jan. 16, 207

This report ** contains (check all applicable boxes):
(a) Facing Page.
(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.
() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

&
&d
&d
d
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@ (g) Computation of Net Capital.
a
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]
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(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.

() 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 Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing 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).
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Certified Public Accountants

SHAREHOLDERS
D.L. BAKER & CO., INCORPORATED

Independent Auditors' Report

We have audited the accompanying statement of financial condition of D.L. Baker & Co.,
Incorporated dba Baker & Co., Incorporated (the Company) as of December 31, 2004, and the
related statements of income, changes in shareholders’ 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 du'r 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’

Cohen McCurdy, Ltd. 440.835.8500
C Ohen 826 Westpoint Pkwy., Suite 1250 | 440.835.1093 fax

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 D.L. Baker & Co., Incorporated 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 America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules |, Il, and lll 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 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in our 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.
e ucc‘%

January 13, 2005
Westlake, Onio
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D.L. BAKER & CO., INCORPORATED PAGE 3
'STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004
ASSETS
CASH AND CASH EQUIVALENTS $ 270,660
RECEIVABLES FROM CLEARING BROKER AND ’

OTHER BROKER-DEALERS 140,325
MARKETABLE SECURITIES OWNED - AT MARKET VALUE 968,927
NEW YORK STOCK EXCHANGE MEMBERSHIP — AT COST 40,324
FURNITURE AND EQUIPMENT - AT COST

LESS ACCUMULATED DEPRECIATION OF $59,650 51,520

$ 1,471,756
LIABILITIES AND SHAREHOLDERS' EQUITY
ACCOUNTS PAYABLE AND ACCRUED EXPENSES 3 63,231
COMMITMENTS AND CONTINGENCY
COMMON STOCK

500 shares authorized, 204 shares issued and outstanding, no par value 1,020
ADDITIONAL PAID-IN CAPITAL 394,494
RETAINED EARNINGS 1,013,011

1,408,525
$ 1471756

The accompanying notes are an integral part of these statements.




- D.L. BAKER & CO., INCORPORATED . PAGE7

NOTES TO THE FINANCIAL STATEMENTS

1. ORGANIZATION

D.L. Baker & Co., Incorporated dba Baker & Co., Incorporated, (the Company) is a
registered broker/dealer under the Securities Exchange Act of 1934. The Company
does not carry customer accounts or securities; it operates as an introducing broker on a
fully disclosed basis with an unrelated clearing firm. The Company is registered with the
Securities and Exchange Commission (SEC), is a member of the New York Stock
Exchange (NYSE), and the National Association of Securities Dealers, Inc. (NASD).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in
accordance with accounting principles generally accepted in the United States of
America. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenue and
expenses. Actual results could vary from the estimates that were used.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and money market funds. At December 31,
2004, $50,000 of the Company’s cash balance is associated with a good faith deposit at
its principal clearing broker and is, therefore, restricted as to use.

The Company considers financial instruments with a maturity of less than 90 days to be
cash equivalents.

Depreciation

The Company primarily uses the straight-line method of depreciation for financial reporting
purposes using estimated useful lives of five to ten years.

Income Taxes

The Company has elected to be treated as an S corporation as defined in the Internal
Revenue Code. As a result, no provision for federal or state income taxes has been
provided; however, the Company is liable for any local income taxes.

Commissions

Commissions and related clearing expenses are recorded on a settiement date basis as
securities transactions occur, which approximates trade date.




D.L. BAKER & CO., INCORPORATED : PAGE 8

NOTES TO THE FINANCIAL STATEMENTS

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded at market value on
the trade date, as if they had seftled. Profit and loss arising from all securities
transactions entered into for the account and risk of the Company are recorded on a
trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition. .

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The -
risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of
each counterparty.

Receivables and Credit Policies

Commissions receivable are uncollateralized clearing broker obligations due under normal
trade terms requiring payments within 30 days from the report date. The Company
generally collects receivables within 30 days and does not charge interest on
commissions receivable with invoice dates over 30 days old.

Commissions receivable, net of trading costs, are stated at the amount billed. Payments of -
commissions receivable are allocated to the specific transactions identified on the
clearing broker statement or, if unspecified, are applied to the earliest unpaid amounts. -

Management individually reviews all commissions receivable balances that exceed 30 days
from the invoice date and based on an assessment of current credit worthiness, writes
off the portion, if any, of the balance that will not be collected. 'In the opinion of
management, at December 31, 2004, all commissions were con3|dered collectlble and
no allowance was necessary.

Marketable Securities Owned

Marketable securities owned consist primarily of equities and are classified as trading -
securities as defined by Statement of Financial Accounting Standard No. 115 (SFAS No.
115). Shares of stock in Goldman Sachs TR Cap Growth comprised approximately 56%
of the Company’s total investments as of December 31, 2004. In accordance with SFAS
No. 115, these securities are reported at market value with unrealized gains and losses
reported in operations in the year in which they occur. Unrealized gain on investments of
$46,685 is included in trading gains - net in the statement of income.




D.L. BAKER & CO., INCORPORATED ' 3 ~ PAGE9

NOTES TO THE FINANCIAL STATEMENTS

3. NET CAPITAL PROVISION OF RULE 15¢3-1

Pursuant to the net capital prbvisions of Rule 15¢c3-1 of the Securities Exchange Act of
1934, the Company is required to maintain a minimum net capital balance, as defined,
under such provisions. :

The Company’s minimum capital requirement is the greater of $100,000 or 6%% of
aggregate indebtedness, as defined, under Securities and Exchange Commission Rule
156¢3-1(a)(1), as it does not maintain customer accounts. Net capital may fluctuate on a
daily basis. At December 31, 2004, the Company had net capital of $1,151,975, which
was $1,051,975 in excess of the minimum requirements. '

In addition to the minimum net capital provisions, Rule 15¢3-1 requires that the Company
maintain a ratio of aggregate indebtedness, as defined, to net capital, of not more than
15to 1. At December 31, 2004, the ratio was .05 to 1. :

4. EXEMPTION FROM RULE 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmitting all funds and
delivering all securities received in connection with its activities as a broker or dealer and
does not otherwise hold funds or securities for or owe money or securities to customers.
The Company operates under Section (k)(2)(ii) of Rule 15c3-3 of the Securities
Exchange Act of 1934 and is therefore exempt from the requirements of Rule 15¢3-3.

5. EMPLOYEE BENEFIT PLAN

Profit Sharing Plan

Substantially all of the Company’s employees are covered under a qualified plan pursuant
to Section 401(k) of the Internal Revenue Code. Under provisions of the plan, the
Company can elect to make a discretionary contribution. No discretionary contribution
was made in 2004.

6. COMMITMENTS AND CONTINGENCY
Leases

The Company occupies and utilizes office space in Rocky River, Ohio, and Sarasota,
Florida. Terms of the lease of the Rocky River office are for five years, expiring
September 30, 2009, with the option to renew for one five-year renewal term. Terms of
the lease of the Sarasota office are five years, expiring December 20, 2009, with an
option to renew for another five years. The Company also leases equipment on a
month-to-month basis.
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NOTES TO THE FINANCIAL STATEMENTS

6. COMMITMENTS AND CONTINGENCY (Continued)
Leases (Continued)
Rental expense for all operating leases, including month-to-month leases, amounted to

$68,492 for the year ended December 31, 2004. Minimum commitments under
operating leases as of December 31, 2004 are as follows: :

2005 ‘ $ 76,020
2006 75,464
2007 75,464
2008 - 75,464
2009 ' 60,914

Clearing Agreement

Under the terms of the Company’'s agreement with its clearing firm, the Company has
ultimate responsibility for any loss, liability, damage, cost, or expense incurred as a resuilt
of the failure of any account to make timely payment for the securities purchased or
timely and good delivery of securities sold on the account. In the opinion of
management, the ultimate settlement of these matters will have no material adverse
effect on the financial position of the Company.

7.  NEW YORK STOCK EXCHANGE MEMBERSHIP

The Company is a member of the New York Stock Exchange, Inc., and this membership is
carried on the accompanying statement of financial condition at cost. The last
contracted sale of a membership on the New York Stock Exchange, Inc., as of
December 31, 2004 was $1,030,000.

The Company leased its New York Exchange membership under a contract with a non-
broker-dealer. The contract was terminated by the Company in December 2004. During
2004, the Company recorded rental income of $200,124 related to this lease
arrangement. This amount is included in other income.

8.  ADVERTISING COSTS

Advertising and sales promotion costs are expensed as incurred. Advertising expense
totaled $60,486 in 2004.



