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OATH OR AFFIRMATION

1, Ronald Baron , swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm _Baron Capital, Inc., as of February 28, 2007, are true and
correct. | further swear (or affinm) 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:

Maribel Soulaine /
Notary Public, State of New York W / |74
NO. 01SOB042667 /l

Qualified in New York County / VV | Signature
Commission Expires May 30, 2¢/0
‘ Chairman and CEQ

. 9 E . [ Title

Notary éabfic h

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 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 Control Requirements Under Rule 15¢3-3.

(i) 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 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) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Eisner LLP
Elsner Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.891.4100
www egisnerlip.com

INDEPENDENT AUDITORS' REPORT

To the Stockholder and Board of Directors
Baron Capital, Inc.

We have audited the accompanying statement of financial condition of Baron Capital, Inc. (the
"Company™}, a wholly owned subsidiary of Baron Capital Group, Inc., as of February 28, 2007, that
you are filing pursuant to Rule 17a-5 under the Securities Act of 1934. This financial statement is the
responsibility of the Company's management. Our responsibility is to express an opinion on this
financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we ptan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evatuating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material

respects, the financial posilion of Baron Capital, Inc. as of February 28, 2007, in conformity with
accounting principles generally accepted in the United States of America.

New York, New York
Aprit 27, 2007

Independent Member of Baker Tilly Internatianal



BARON CAPITAL, INC.

Statement of Financial Condition
February 28, 2007

ASSETS
Cash and cash equivalents $ 11,171,726
Investment in marketable securities (cost of $2,861,728) 4,866,615
Due from corresponding broker 181,079
Investment in limited partnership (cost of $175,000) 49,999
Deferred tax asset 7,000
Due from affiliates 8,729
Other assets 133,498
$ 16,418.646
LIABILITIES
Accrued expenses and other liabilities $ 5,104,968
Due to affiliate 4,357,983
Deferred tax liability 804,500
Current taxes payable 296,000
10,563,451
Commitments
STOCKHOLDER'S EQUITY
Common stock - $1.00 par value; 1,000 shares authorized, 100 shares issued
and outstanding 100
Additional paid-in capital 3,100,065
Retained earnings 2,755,030

5,855,195

$.16.418,646

See notes to statement of financial condition 2



BARON CAPITAL, INC.

Notes to Statement of Financial Condition
February 28, 2007

NOTE A - THE COMPANY

Baron Capital, Inc. (the "Company”), a wholly owned subsidiary of Baron Capital Group, Inc. ("BCG"), is a
registered broker/dealer which is the distributor of the shares of seven affiliated regulated investment companies
operating pursuant to Rule 12b-1 under the Investment Company Act of 1840,

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

M

[2]

3]

Securities transactions and valuation:

The Company records securities iransactions on a trade-date basis. Realized gains and losses from
securities transactions are calculated on a specific identification method.

Investments in marketable securities are valued on the last business day of the year at the last available
reporied price.

The Company is a limited partner in an affiliated partnership that invests in nonmarketable securities which
have been valued by the partnership's management. This investment is being carried at estimated fair
value in the statement of financial condition, based upon the underlying investments.

Because of the inherent uncertainty of valuation of the nonmarketable security and the affiliated limited
parinership, their estimated fair values may differ from the values that would have been used had a ready
market existed and the difference could be material.

Use of estimates:

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United Stales of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of
the statement of financial condition. Actual results could differ from those estimates.

New accounting pronouncements:

In July, 2006 the Financial Accounting Standards Board ("FASB") issued FASB Interprefation No. 48,
"Accounting for Uncertainty in Income Taxes”™ ("FIN 487), which clarifies the accounting for uncertainty in tax
posilions taken or expected to be taken in a tax return. FIN 48 sets forth a threshold for financial statement
recognilion, measurement and disclosure of tax provisions taken or expected to be taken on a tax return.
FIN 48 is effective for fiscal years beginning after December 15, 20086, and is to be applied to all open tax
years as of the date of effectiveness. Management is currently evaluating the impact, if any, of applying the
various provisions of FIN 48. .

In September 2006, the Financial Accounting Standards Board issued SFAS No. 157, "Fair Vaiue
Measurements” ("SFAS 157"). SFAS 157 defines fair value and establishes a framework for measuring fair
value. It also expands the disclosures about the use of fair value to measure assets and liabilities. SFAS
157 is effective the first fiscal year beginning after November 15, 2007. At this time, management is
evalualing the impact, if any, of the adoption of SFAS 157 on the Company's financial statements.



BARON CAPITAL, INC.

Notes to Statement of Financial Condition
February 28, 2007

NOTE C - INCOME TAXES

The accounts of the Company, its parent and two affiliated companies are included in consolidated federal, state
and local income tax returns. The Company computes its tax expense as if it were a separate entity.

At February 28, 2007, the Company had a deferred net tax liability of $797,500, which relates to net unrealized
gains.

NOTE D - PROFIT-SHARING PLAN

The Company maintains a defined contribution profit-sharing plan. All employees who have completed one year
of service and have attained 21 years of age are eligible to participate. Plan contributions are based on the
compensation of the participant. The contribution percentage is determined at the discretion of the Board of
Directors. Participants in the plan become fully vested upon obtaining eligibility status.

NOTE E - NET CAPITAL

The Company is subject to the Securities and Exchange Commission 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. At February 28, 2007, the Company had net capital of
approximately $5,240,000, which is $4,589,000 in excess of its required net capital. The Company's ratio of
aggregate indebtedness to net capital was 1.86to 1.

The Company is exempt from the provisions of Rule 15¢3-3 per paragraph {k)1.

NOTE F - DERIVATIVE FINANCIAL INSTRUMENTS AND CONCENTRATION OF CREDIT RISK

In the normal course of its business, the Company enters into transactions in various financial instruments
including derivatives held or issued for trading purposes. These transactions include securities sold, but not yet
purchased. Securities sold, but not yet purchased represent obligations of the Company to deliver the underlying
securilies sold. The Company's ultimate obligation on such instruments may exceed the amount recognized in
the statement of financial condition. The Company monitors its positions continuously to reduce the risk of
potential loss due to changes in market value.

NOTE G - RELATED PARTY TRANSACTIONS
A substantial part of the Company's income is generated from seven affiliated regulated investment companies.

The Company shares office, administrative and occupancy expenses with BCG and two affiliated corporations.
The Company recognizes its share of such expenses by a formula determined by management. These expenses
were also reimbursed by one of its affiliates.

NOTE H - LITIGATION

An action is pending in the Southem District of New York brought by a shareholder of Baron Growth Fund and
Baron Small Cap Fund against these two Funds, their Trustees, and the distributor, Baron Capital, Inc. The
action alleges improper imposition of 12b-1 fees on Funds that were partially closed to new investors and seeks
compensatory damages and to enjoin further 12b-1 fees. A motion to dismiss the complaint is currently pending.
Neither the outcome nor the possible liability to these two funds can be determined at this point. No amounts
have been accrued in this financial staterment with respect to the damages sought by this litigation.
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BARON CAPITAL, INC.

Notes to Statement of Financial Condition

February 28, 2007

NOTE | - COMMITMENTS AND CONTINGENCIES

The Company leases office space under two long-term operating leases, expiring at December 31, 2023.

The estimaled minimum aggregate rentals are as follows:

Year Ending

February 28,

2008* $ 6,218,000
2009 6,263,000
2010 6,491,000
2011 6,491,000
2012* 6,491,000
Thereafter 86,936,000

$ 118,890,000

* Year ending February 29
In addition, the leases contfain escalation clauses for increases in real estate taxes and operating costs. The

facility, which the Company uses, is also shared with BCG and affiliates. The rent is apportioned to the occupants
by a formula determined by management.

END



