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OATH OR AFFIRMATION

I, Fred Bacher | , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Bacher & Co., Inc. : ! ,asof
December 31, 2005 , are true and correct. [ 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:

Signature

President

O/ o Title

% P ' . -
Wi KE. MEAD

N ' 5 A™E MY COMMISSION # DD 512501
;2 2? —Oé % EXPIRES: February 18, 2010

3 Bondiad Thu Notary Publc Underwrirs

This report** contains (check all applicable boxes):
(2) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows,

(e) Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprietor's 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 contro] 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 for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Recanciliation between the audited and unaudited Statements of Financial Condition with respect to methods|of con-

OO0 OOOECOEEEEE]

solidation.
(1Y An Oath or Affirmation. ‘

{m) A copy of the SIPC Supplemental Report. ‘
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(o) Independent auditor's report on internal accounting control. ;

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

O10006]

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

Your Source for Business Solutions™

A

888-JHHCOHN-1 « fax 888-JHCS

| _ Regort of Independent Public Accountants

To the Stockholder
Bacher & Co,, Inc.

We have audited the accompanying statement of financial condltlon of Bacher,
December 31, 2005, and the related statements of income, changes in stockh

cash flows for the year then ended that you are filing pursuant ‘to Rule 17a-5 un

ccountants & Consultants

FAX-1 « www.jhcohn.com

& Co., Inc. as of
plder's equity and
der the Securities

Exchange Act of 1934. These financial statements are the responsibility @
management, Our responsibility is to express an opinion on these financial sta
our audit.

We conducted our audit in accordance with auditing standards generally acce
- States of America. Those standards require that we plan jand perform th
reasonable assurance about whether the financial statements are free of mate
An audit includes examining, on a test basis, evidence supportmg the amounts

the financial statements. An audit also includes assessing the accounting pri
significant estimates made by management, as well as evaluatlng the overall fi

presentation. We believe that our audit provides a reasonable basis for our opini

In our opinion, the financial statements referred to above present fairly, in all |
the financial position of Bacher & Co., Inc. as of December 31,
and cash flows for the year then ended, in conformity wit

accepted in the United States of America.

h accounting pr

Our audit was conducted for the purpose of forming an opiniop on the basic fin
taken as a whole. The information contained in Schedule | is presented for purp
analysis and is not a required part of the basic financial statements but

information required by Rule 17a-5 under the Securities Exchange Act of 1934,
has been subjected to the audntlng procedures applied ln‘ the audit of th
statements and, in our opinion, is fairly stated in all materia
financial statements taken as a whole.

GNCL 11 p

Roseland, New Jersey
February 21, 2006
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BACHER & CO., INC. |

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005

ASSETS
Cash $ 319
Securities owned ' _ 1,031,153
Accrued income 24,118
Equipment and furnishings, net 29614
Total $1,085,204

|
LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities - accrued expenses % 4413
Stockholder's equity: |
Common stock, $1 par value; 7,500 shares authorized;

1,000 shares issued and outstanding 1,000
Additional paid-in capital 660,110
Retained earnings 419,681

Total stockholder's equity 1,080,791
Total $1.085.204

See Notes to Financial Statements.
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STATEMENT OF |NCOME[
YEAR ENDED DECEMBER 31, 2005

Revenue: '
Commissions | $229,265
Net dealer inventory and investment gains ' 145,864
Interest and dividends 12,426
Total ' ' 387,555
Expenses:
Communications 14,519
Promotional costs 54,636
Occupancy ‘ 23,156
Depreciation , , 10,394
Regulatory , 1,590
Insurance 4,172
Other operating expenses 10,582
Total 119,049
Net income $268.506

See Notes to Financial Statements.




BACHER & CO.,, INC,

STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
YEAR ENDED DECEMBER 31, 2005

Additional
Common Stock Paid-in . Retained
Shares Amount Capital Eamings Total

Balance, January 1, 2005 | 1,000 $1,000 $660,110 $277,583 $ 938,693
Stockholder's distributions (126,408) (126,408)
Net income 4 26£ 506 268,506
Balance, December 31, 2005 1000 $1.000 $660.110 $419.681 $1,080,791

See Notes to Financial Statements.




BACHER & CO.,, INC.

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005

Operating activities:
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation
Changes in operating assets and liabilities:
Securities owned
Accrued income
Accrued expenses
Net cash provided by operating activities

Investing activities - capital expenditures
Financing activities - stockholder's distributions
Net decrease in cash

Cash, beginning of year

Cash, end of year

See Notes to Financial Statements.

$268,506

10,394

(193,112)
" 33,687

4,413
123,888
(1,646)
(126.408)

(4,166)

4,485

$ 319



BACHER & CO.,, INC.
NOTES TO FINANCIAL STATEMENTS

Note 1 - Organization:

Bacher & Co., Inc. was incorporated on December 11, 2000 and was capitalized and
began operatlons on January 1, 2001 as a broker-dealer registered with the Securities
and Exchange Commission (the "SEC") and as a member of the National Association

of Securities Dealers, Inc.

The Company has a cancelable agreement with Bear Stearns Securities Corp. (the
"Clearing Broker") to clear security transactions, carry customers' accounts on a fully-

disclosed basis and perform record keeping functions and, cons
under the exemptive provisions of SEC Rule 15¢3-3k(2)(ii).

quently, operates

Substantially all of the Company's commission income is derived fram purchases and

sales of securities on behalf of related parties.

During 2005, the Company discontinued engaging in proprietary trading activities.

Note 2 - Summary of significant accounting policies:
Use of estimates:
The preparation of financial statements in conformity with acc

ounting principles

generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures.

Accordingly, actual results could differ from those estimates.

Securities transactions and valuations:

Securities transactions and related commission income and expenses are recorded
on a settlement date basis and adjusted to a trade date basis when there is a
material difference between the settlement date and trade date basis.

Investments in marketable securities are valued at market. Securities not readily
marketable are valued at fair value as determined by management. Unrealized

gains and losses are recorded in earnings currently.

Equipment and furnishings:
Equipment and furnishings are stated at cost, net of accumulz
Depreciation is provided using the straight-line method over the
lives of the assets.

Income taxes:

ated depreciation.
estimated useful

The Company, with the consent of its stockholder, has elected to be treated as an

"S" Corporation for both Federal and state income tax purps
corporate income or loss of an "S" Corporation is allocated to ths
inclusion in their personal income tax returns. Accordingly, tk
financial statements do not include a provision for Federal or state

oses. In general,
> stockholders for -
e accompanying
income taxes.




BACHER & CO,, INC,
NOTES TO FINANCIAL STATEMENTS

Note 3 - Securities owned:

Marketable securities owned consist of corporate stocks that are fraded and have a
market value at December 31, 2005 of $949,613. In addition, the Company owns

some securities that are not readily marketable since they cannot

be publicly offered

or sold unless registration of the shares has been effected under the Securities Act of

1933. At December 31, 2005, these securities are carried at estim
consist of the following:

ated fair value and

. _Amount

Equities $562,770
Warrants 28,770
Total $81.540

Note 4 - Equipment and furnishings:
Equipment and furnishings consist of the following:

Range of
Estimated

Usefu

Lives Amount

Furnishings and fixtures 7 years $36,988
Computer equipment 5 years 24,895
_ 61,883
‘Less accumulated depreciation 32,269
Total $29.614

Note 5 - Net capital requirement:

The Company is subject to the SEC 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. Rule
15¢3-1 also provides that equity capital may not be withdrawn or cash distributions
paid if the resulting net capital ratio would exceed 10 to 1. In November, 2005, as the

minimum net capital requirement was reduced from $100,000 to $5,000 pursuant to

Company discontinued engaging in proprietary trading activitijF, the Company's

SEC Rule 15¢3-1(a)(2)(vi). At December 31, 2005, the Compan

had net capital of

$791,218, which was $786,219 in excess of its required net capital of $5,000. The

Company's net capital ratio was .01 to 1.




BACHER & CO.,, INC.

NOTES TO FINANCIAL STATEMENTS

Note 6 - Financial instruments with off-balance sheet risk and concentrations of credit
risk:
The Company's customer securities activities are transacted on |either a cash or
margin basis. In margin transactions, the Company's Clearing Broker extends credit to
the customer, subject to various regulatory and internal margin requirements,
collateralized by cash and securities in the customer's account. As a result of
guaranteeing customer margin balances carried by the Clearing Broker, the Company
may be exposed to off-balance sheet risk in the event margin requirements are not
sufficient to fully cover losses which the customer may incur. |Margin accounts
guaranteed by the Company at December 31, 2005 were not materi

Additionally, the Company is exposed to off-balance sheet risk of loss on transactions
during the period from the trade date to the settlement date, which|is generally three
business days. If the customer fails to satisfy its contractual obligatians to the Clearing
Broker, the Company may have to purchase or sell financial instruments at prevailing

market prices in order to fulfil the customer's obligations. Set
transactions is not expected to have a material effect on the Ca
position.

The Company seeks to control the risks associated with its cust
requiring customers to maintain margin collateral in compliar

tlement of these
mpany's financial

omer activities by
ce with various

required margin
omers to deposit

regulatory and clearing broker guidelines. The Company monitor.
levels daily and, pursuant to such guidelines, requires the cus
additional collateral, or to reduce positions, when necessary.

The Company maintains cash and other deposits with banks and prokers. At times,
such deposits exceed applicable insurance limits. The Company reduces its exposure
to credit risk by maintaining such deposits with high quality financial |nstitutions.

Note 7 - Indemnifications:
In the normal course of its business, the Company indemnifies and ¢
providers, such as clearing and custody agents, trustees and administrators, against
specified potential losses in connection with their acting as an agent of, or providing
services to, the Company or its affiliates. The Company also indemnifies some clients
against potential losses incurred in the event specified third-party service providers,
including subcustodians and third-party brokers, improperly execute transactions. The
maximum potential amount of future payments that the Company could be required to
make under these indemnifications cannot be estimated. However, the Company
believes that it is unlikely it will have to make material payments under these
arrangements and has not recorded any contingent liability in the financial statements
for these indemnifications.

yuarantees certain

Note 8 - Subsequent event:
During January 2006, the Company distributed to its stackholder certain
investments having a fair market value of approximately $487,00Q as of the date of
distribution.




BACHER & CO., INC,

SCHEDULE | - COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2005

Net capital:
Total stockholder's equity
Deduct nonallowable assets:
Equipment and furnishings, net
Nonmarketable securities
Net capital before haircuts on securities positions
Haircuts on securities positions:
Other securities
Undue concentration
Net capital
Aggregate indebtedness
Computation of basic net capital requirements:
Minimum net capital required (greater of 6-2/3% of aggregate in-
debtedness or $5,000 minimum dollar net capital requirement)
Excess of net capital over $5,000 minimum net capital
Excess net capital at 1,000%

Ratio of aggregate indebtedness to net capital

There were no material discrepancies existing between the above comj
computation included in the Company's corresponding unaudited Form X-17A

Accordingly, no reconciliation is deemed necessary.

See Report of Independent Public Accountants.
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Report of Independent Public Accountants
on Internal Control

To the Stockholder
Bacher & Co., Inc.

In planning and performing our audit of the financial statements and supplemental schedule of

Bacher & Co.,
considered its internal control, including control activities for safeguarding se
determine our auditing procedures for the purpose of expressing our opinic
statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Comm
we have made a study of the practices and procedures followed by the Comp

Inc. (the "Company") as of and for the year ended December 31, 2005, we
curities, in order to
on on the financial

ission (the "SEC"),
any 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 (or
‘and net capital under Rule 17a-3(a)(11) and for determining compliance v
provisions of Rule 15c¢3-3. Because the Company does not carry secu
customers or perform custodial functions relating to customer securities, we
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and ¢
2. Recordation of differences required by Rule 17a-13
3. Complying with the requirements for prompt payment for securities

Federal Reserve Regulation T of the Board of Governors of the

System

The management of the Company is responsible for establishing and maintain

and the practices and procedures referred to in the preceding paragrap

responsibility, estimates and judgments by management are required to ass

benefits and related costs of controls and of the practices and procedures

preceding paragraph and to assess whether those practices and procedures ¢
achieve the SEC's above-mentioned objectives. Two of the objectives of intert

practices and procedures are to provide management with reasonable
assurance that assets for which the Company has responsibility are safeg
from unauthorized use or disposition and that transactions are executed i

pi

aggregate debits)
vith the exemptive

rities accounts for

did not review the

somparisons

under Section 8 of
» Federal Reserve

ing internal control
h. In fulfilling this
sess the expected
referred to in the
an be expected to
nal control and the
but not absolute
rded against loss
accordance with

management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of

America. Rule 17a-5(g) lists additional objectives of the practices and proce
preceding paragraph.

1

dures listed in the




SEC's objectives.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error 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 becguse of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in 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 the specific internal control components does not reduce to a relatively lo
error or fraud in amounts that would be material in relation to the financia
audited may occur and not be detected within a timely period by employees in

level the risk that
statements being
the normal course

of performing their assigned functions. However, we noted no matters involving internal control,

including control activities for safeguarding securities, that we conside
weaknesses as defined above.

r to be material

We understand that pfactices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate
accordance with the Securities Exchange Act of 1934 and related regulations
and procedures that do not accomplish such objectives in all material respects

for its purposes in
and that practices
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 December 31,

2005 to meet the

This report is intended solely for-the information and use of the Company’s stockholder,
management, the SEC, the National Association of Securities Dealers, Ipc. and the other

regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange

Act of 1934 in their

regulation of registered brokers and dealers, and is not intended to be and shauld not be used by

anyone other than these specified parties.

NCL 117

Roseland, New Jersey
February 21, 2006
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