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OATH OR AFFIRMATION

MELISSA HENIAN swear or affirm that to the best of

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

BAKER CO INCORPORATED DBA BAKER CO INCORPORATED as

of DECEMBER 20 09 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 customer except as follows

DAVID STANDEN Notary Public
Signature

State of Ohio Lorain County

My Commission Expire ay 17 2014 CHIEF FINANCIAL OFFICER

Title

NoLry Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

t1 Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

121 An Oath or Affirmation

copy of the SIPC Supplemental Report

report 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 240.1 7a-5e3
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To the Shareholders

D.L Baker Co Incorporated

Rocky River Ohio

Independent Auditors Report

We have audited the accompanying statement of financial condition of D.L Baker Co
Incorporated dba Baker Co Incorporated as of December 31 2009 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 Companys management Our responsibility is to express an opinion on these

financial statements 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 plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An

audit includes consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an opinion

on the effectiveness of the Companys internal control over financial reporting Accordingly we

express no such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the financial statements 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial condition of D.L Baker Co Incorporated as of December 31 2009 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

Cleveland Ohio

February 22 2010
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

STATEMENT OF FINANCIAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents 28654

Restricted cash 50000

Receivables from clearing broker 51912

Other receivables 6591

Marketable securities owned at market value 471799

Furniture and equipment at cost less accumulated depreciation of $97929 18269

Total assets $627225

LIABILITIES AND SHAREHOLDERS EQUITY

LIABILITIES

Accounts payable and accrued expenses 17650

Commitments and contingencies

SHAREHOLDERS EQUITY
Common stock without par value 1020

Authorized 500 shares

Issued and outstanding 204 shares

Additional paid-in-capital 394494

Retained earnings
214061

Total shareholders equity 609575

Total liabilities and shareholders equity $627225

The accompanying notes are an integral part of these financial statements
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART 111

STATEMENT OF INCOME

Year Ended December 31 2009

REVENUES
Commissions 725362

Interest and dividends 273336

Trading losses net 32185
Other income net 265 966778

EXPENSES

Commissions employee compensation and benefits 666560

Promotion and advertising 1125

Clearing fees 136454

Occupancy 90051

Communications and data processing 68739

Professional fees 17260

Exchange fees 20469

Other expenses 107311 1107969

NET LOSS 141191

The accompanying notes are an integral part
of these financial statements
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

Year Ended December 31 2009

Additional

Common Paid-in Retained

Stock Capital Earnings Total

BALANCE JANUARY 2009 1020 394494 548236 943750

NET LOSS 141191 141191

DISTRIBUTIONS 192984 192984

BALANCEDECEMBER 312009 1020 $394494 $214061 $609575

The accompanying notes are an integral part of these financial statements
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART Ill

STATEMENT OF CASH FLOWS

Year Ended December 31 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Netloss $141191

Adjustments to reconcile net loss to net cash used by

operating activities

Depreciation 6906

Trading losses net on marketable securities owned 32185

Increase decrease in cash resulting from changes in operating

assets and liabilities

Receivables 23338

Marketable securities owned 6199

Accounts payable and accrued expenses 7908
Total adjustments 60720

Net cash used by operating activities 80471

CASH FLOWS USED IN FINANCING ACTIVITIES

Distributions to shareholders 192984

NET DECREASE IN CASH AND CASH EQUIVALENTS 273455

CASH AND CASH EQUIVALENTS BEGINNING OF YEAR 302109

CASH AND CASH EQUIVALENTS END OF YEAR 28654

The accompanying notes are an integral part of these financial statements
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

NOTES TO FINANCIAL STATEMENTS

NOTE ORGANIZATION

D.L Baker Co Incorporated dba Baker Co Incorporated the Company is

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 fully dis

closed basis with an unrelated clearing firm The Company is registered with the Securities

and Exchange Commission SEC all fifty states of the United States of America and the

District of Columbia and the Financial Industry Regulatory Authority The Company is

member of the New York Stock Exchange NYSE and the National Association of Securi

ties Dealers Inc NASD

NOTE 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 2009 $50000 of the Companys cash balance is

associated with good faith deposit at its principal clearing broker and is therefore

restricted as to use

The Company considers financial instruments with maturity of less than 90 days to

be cash equivalents The Company places its other temporary cash investments with

financial institutions which may at times exceed federally insured levels

Receivables and Credit Policies Receivables from clearing broker are uncollater

alized 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

Receivables from clearing broker net of trading costs are stated at the amount billed

Payments of receivables 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 receivable balances that exceed 30 days from the

invoice date and based on an assessment of current creditworthiness estimates the

portion if any of the balance that will not be collected In the opinion of man

agement at December 31 2009 all receivables were considered collectible and no

allowance was necessary

-8-



D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

NOTES TO FINANCIAL STATEMENTS CONTINUED

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Marketable Securities Owned Marketable securities owned consist primarily of equi

ties and are classified as trading securities and as such these securities are reported

at market value as quoted on established markets with unrealized gains and losses

reported in operations in the year in which they occur Net unrealized losses on

investments of $397434 are included in trading losses net in the statement of in

come Shares in NYSE Group comprised approximately 54% of the Companys total

investments as of December 31 2009

Furniture and Equipment Furniture and equipment are capitalized and depreciated

using the straight-line method of depreciation for financial reporting purposes using

estimated useful lives of five to ten years

Securities Transactions Proprietary securities transactions in regular-way trades are

recorded at market value on the trade date as if they had settled Profit and loss

arising from all securities transactions entered into for the account and risk of the

Company are recorded on 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

Commissions Commissions and related clearing expenses are recorded on trade

date basis as securities transactions occur

Advertising Costs Advertising and sales promotion costs are expensed as incurred

Advertising expense totaled $1125 in 2009

Income Taxes The Companys shareholders have consented to the Companys elec

tion to be taxed as an corporation under the provisions of Section 1362a of the

Internal Revenue Code which provide for the Companys income to be taxed directly

to its shareholders However the Company is liable for certain state and local taxes

In January 2009 the Company implemented new provisions of Accounting for

Income Taxes which clarify the accounting for uncertainty in income taxes recog
nized in Companys financial statements The provision prescribes certain criteria

for the financial statement recognition and measurement of tax position taken or

expected to be taken in tax return These provisions also provide guidance on

derecognition classification interest and penalties accounting in interim periods dis

closure and transition The implementation did not have material impact on the

Companys financial statements There were no unrecognized tax benefits as of the

date of adoption

As of December 31 2009 the Companys income tax years from 2006 and thereafter

remain subject to examination by the Internal Revenue Service as well as various

state and local taxing authorities

-9-



D.L BAKER CO INCORPORATED

FORM X-l7A-5

PART III

NOTES TO FINANCIAL STATEMENTS CONTINUED

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

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 obliga

tions 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 Companys

policy to review as necessary the credit standing of each counterparty

Fair Value of Financial Instruments The carrying values of cash and cash equiva

lents accounts and other receivables prepaid and other assets and accounts payable

are reasonable estimates of fair value due to the short-term nature of these financial

instruments The carrying value of the Companys investments approximates their fair

value in accordance with Fair Value Measurements as defined by accounting princi

ples generally accepted in the United States for its financial instruments measured at

fair value on recurring basis These standards provide framework for measuring

fair value expand disclosure about fair value measurements and establish three

level hierarchy for disclosure to show the extent and the level of judgment used to esti

mate fair value measurements

Level Uses unadjusted quoted prices that are available in active markets for

identical assets or liabilities as of the reporting date Active markets are those in

which transactions for the asset or liability occur in sufficient frequency and vol

ume to provide pricing information on an ongoing basis

Level Uses inputs other than Level that are either directly or indirectly

observable as of the reporting date through correlation with market data including

quoted prices for similarassets or liabilities in active markets and quoted prices in

markets that are not active Level also includes assets and liabilities that are

valued using models or other pricing methodologies that do not require significant

judgment since the input assumptions used in the models such as interest rates

and volatility factors are corroborated by readily observable data

Level Uses inputs that are unobservable and are supported by little or no mar
ket activity and reflect the use of significant management judgment These values

are generally determined using pricing models for which assumptions utilize man

agements estimates of market participant assumptions

The Company has determined that its marketable securities holdings are all Level

fair value measurements

Subsequent Events The Company has evaluated all events subsequent to the state

ment of financial position of December 31 2009 through February 22 2010 which is

the date these financial statements were issued and have determined that there are no

subsequent events that require disclosure

-10-



D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

NOTES TO FINANCIAL STATEMENTS CONTINUED

NOTE NET CAPITAL PROVISION OF RULE 15c3-1

Pursuant to the net capital provisions of rule 15c3-1 of the Securities Exchange Act of 1934

the Company is required to maintain minimum net capital balance as defined under such

provisions

The Companys minimum capital requirement is the greater of $100000 or 2/3% of aggre

gate indebtedness as defined under Securities and Exchange Commission rule 15c3-1al
as it does not maintain customer accounts Net capital may fluctuate on daily basis At

December 31 2009 the Company had net capital of $479004 which was $379004 in

excess of the minimum requirements

In addition to the minimum net capital provisions rule 15c3-1 requires that the Company
maintain ratio of aggregate indebtedness as defined to net capital of not more than 15

to At December 31 2009 the ratio was .04 to

NOTE EXEMPTION FROM RULE 5c3-3

The Company acts as an introducing broker or dealer promptly transmitting all funds and

delivering all securities received in connection with its activities as broker or dealer and

does not otherwise hold funds or securities for or owe money or securities to customers

The Company operates under Section k2ii of rule 15c3-3 of the Securities Exchange

Act of 1934 and is therefore exempt from the requirements of rule 15c3-3

NOTE EMPLOYEE BENEFIT PLAN

Profit Sharing Plan

Substantially all of the Companys employees are covered under qualified plan pursuant to

Section 401k of the Internal Revenue Code Under provisions of the plan the Board of

Directors can elect to make discretionary contribution No discretionary contribution was

authorized for 2009

NOTE COMMITMENTS AND CONTINGENCIES

Leases

The Company leases office space in Rocky River Ohio under five-year operating lease

expiring September 30 2014 with the option to renew for one five-year renewal term The

Company formally rented additional space in Sarasota Florida under an operating lease

which expired December 20 2009 The Company sublet the Florida lease for the majority

of 2009

Rental expense for all operating leases including month-to-month leases net of sublease

income of $26579 amounted to $34510 for the year ended December 31 2009 As of

December 31 2009 the Company has minimum commitments under the Rocky River oper

ating lease as follows 2010 through 2013 $62400 and 2014 $46800

Il



D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

NOTES TO FINANCIAL STATEMENTS CONTINUED

NOTE COMMITMENTS AND CONTINGENCIES CONTINUED

Contingency

The Company is not aware of and has not accrued for additional contingencies

Clearing Agreement

Under the terms of the Companys agreement with its clearing firm the Company has ulti

mate responsibility for any loss liability damage cost or expense incurred as result 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

Exchange Member Guarantees

The Company is member of the NYSE which trades and clears securities or futures con

tracts or both Associated with its membership the Company may be required to pay

proportionate share of the financial obligations of another member who may default on its

obligations to the exchange While the rules governing different exchange memberships

vary in general the Companys guarantee obligations would arise only if the exchange had

previously exhausted its resources In addition any such guarantee obligation would be

apportioned among the other nondefaulting members of the exchange Any potential contin

gent liability under these membership agreements cannot be estimated The Company has

not recorded any contingent liability in the financial statements for these agreements and

believes that any potential requirement to make payments under these agreements is remote

-12-
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To the Shareholders

D.L Baker Co Incorporated

Rocky River Ohio

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedules II and III is presented for

purposes of additional analysis and is not required part
of the basic financial statements but is

supplementary information required by rule l7a-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 whole

1/

Cleveland Ohio

February 22 2010

-13-
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

SCHEDULE I- COMPUTATION OF NET CAPITAL PURSUANT TO

RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2009

NET CAPITAL

Total shareholders equity from statement of financial condition $609575

Less Non-allowable assets

Commission receivable unsecured and 12b1 fees 1466

Furniture and equipment net of accumulated depreciation 18269 19735

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES 589840

Haircuts on securities 110836

NET CAPITAL $479004

ACCOUNTS PAYABLE AND ACCRUED EXPENSES 17650

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

62/3% OF AGGREGATE INDEBTEDNESS 1177

MINIMUM REQUIRED NET CAPITAL $100000

NET CAPITAL REQUIREMENT $100000

EXCESS NET CAPITAL $379004

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL .04 to

-14-



D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

SCHEDULE COMPUTATION OF NET CAPITAL PURSUANT TO

RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION CONTINUED

December 2009

RECONCILIATION WITH COMPANYS COMPUTATION INCLUDED
IN PART II OF FORM X-17A-5 AS OF DECEMBER 31 2009

Net capital as reported in Companys Part II unaudited Focus report $479004

Adjustments

Net capital per audited computation above $479004
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D.L BAKER CO INCORPORATED

FORM X-17A-5

PART III

SCHEDULES II AND Ill COMPUTATION FOR DETERMINATION OF

RESERVE REQUIREMENTS AND INFORMATION RELATING TO

POSSESSION OR CONTROL REQUIREMENTS PURSUANT TO
RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2009

The Company is not required to present the schedules Computation for Determination of Reserve

Requirements Under rule 5c3-3 and Information Relating to Possession or Control Requirements

Under rule 15c3-3 as it meets the exemptive provisions of rule 15c3-3 under Section k2ii of the

rule

-16-
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To the Shareholders

D.L Baker Co Incorporated

Rocky River Ohio

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have per

formed the procedures enumerated below with respect to the accompanying Schedule of Assessment

and Payments Assessment Reconciliation Form SIPC-7T to the Securities Investor

Protection Corporation SIPC for the year ended December 31 2009 which were agreed to by D.L

Baker Co Incorporated the Securities and Exchange Commission Financial Industry Regulatory

Authority Inc and SIPC solely to assist you and the other specified parties in evaluating D.L Baker

Co Incorporateds compliance with the applicable instructions of the Transitional Assessment

Reconciliation Form SIPC-7T D.L Baker Co Incorporateds management is responsible for

D.L Baker Co Incorporateds compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by the American

Institute of Certified Public Accountants The sufficiency of these procedures is solely the responsi

bility of those parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has been

requested or for any other purpose The procedures performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records entries checks noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2009 as applicable with the amounts reported in Form SIPC-7T for the year

ended December 31 2009 noting only that total revenues reported on Form X- 7A-5 for the

year ended December 31 2009 exceeded total revenues reported on Form SIPC-7T by reve

nues earned prior to April 2009 as required on Form SIPC-7T

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working

papers noting no differences and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related schedules and working papers of quarterly Focus Reports supporting the

adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would

be the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that would

have been reported to you

-17-
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This report is intended solely for the information and use of the specified parties listed above

and is not intended to be and should not be used by anyone other than these specified parties

Oeveland Ohio

February 22 2010
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SECURITIES INVESTOR PROTECTION CORPORATION
805 15th St Swte 800 Washington 20005 2215

202-371-8300

29-REV 12/09 Transitional Assessment Reconciliation
29-REV 1209

Read carefully the instructions in your Working Copy before completing this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 7a-5

Note If any of the information shown on the mailing label

requires correction please e-mail any corrections to
016555 FINRA DEC

form@sipc.org and so indicate on the form filedDLBAKERCONc 1313

19111 DETROrrRDSTE 100

ROCKY RtVER OH 4411-174O Name and telephone number of person to contact

respecting this form

General Assessment 2e from page not less than $150 minimum // 3-c

Less payment made with SlPC-6 filed including $150 paid with 2009 SIPC-4 exclude interest _____________ ______ ______/3/
Date Paid

Less prior overpayment applied

Assessment balance due or overpayment /Q
Interest computed on late payment see instruction for days at 20% per annum

________________ ___________

Total assessment balance and interest due or overpayment carried forward /0
PAID WITH THIS FORM
Check enclosed payable to SIPC

Total must be same as above LI
--

Overpayment carried forward
______________________________

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

g14 //WJLciThe SIPC member submitting this form and the

that all

ty bbt //ctO/ /2
and complete Narnot

Corporation

othenizaIjon

horized Signature

Dated the2/7/day of 20/ FO
Title

This form and the assessment payment is due 60 days after the end of the fiscal year Retain the Working Copy of this form
for period of not less than years the latest years in an easily accessible place

ates _____________ _____________
Postmarked Received Reviewed

LJ.I

Calculations _________ Documentation _________ Forward Copy

c. Exceptions

Cl
Disposition of exceptions



ETiW OF SC EI OPEFATNG ViUE
AND GENERAL ASSESSE7

Amounts for the fiscal period

beginning April 2009

and ending

ElIminate cents

tern
No

2a Total revenue FOCUS Line 12/Part hA Line Code 4030
$____________________

2b AdditionS

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors
not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

6f Expenses other than advertising printing registration fees and legal fees deducted in determining net

profit
from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts C2c LI
Total additions

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy
solicitation

Net gain from securities in investment accounts

f6 100% of commissions and markups earned from transactions in certificates of deposit and

fii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal
fees incurred in connection with other revenue

related to the securities business revenue defined by Section 16f9fL of the Act

Other revenue not related either directly or indirectly
to the securities business

See Instruction

Total interest and dividend expense FOCUS Line 22/PART IA Line 13

Code 4075 pIus line 2b4 above but not in excess

of total interest and dividend income $_________________________________

ii 40% of interest earned on customers securities accounts

40% of FOCUS line Code 3960 c2

Enter the greater of line or ii

Total deductions

-c-rb

2d SIPC Net Operating Revenues
/7

2e General Assessment .0025

/9/
to page but not less than

$150 minimum
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To the Shareholders

D.L Baker Co Incorporated

Rocky River Ohio

Independent Auditors Report on Internal Control

Required by SEC Rule 7a-5

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

of D.L Baker Co Incorporated the Company as of and for the year ended December 31 2009

in accordance with auditing standards generally accepted in the United States of America we consid

ered the Companys internal control over financial reporting internal control as basis for designing

our auditing procedures for the purpose of expressing our opinion on the financial statements but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including consideration

of control activities for safeguarding securities This study included tests of such practices and pro
cedures that we considered relevant to the objectives stated in rule 17a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under rule 17a-3al

and for determining compliance with the exemptive provisions of rule 15c3-3 Because the Company

does not carry securities accounts for customers or perform custodial functions relating to customer

securities we did not review the practices and procedures followed by the Company in any of the

following

Making quarterly securities examinations counts verifications and comparisons

and recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section

of Federal Reserve Regulation of the Board of Governors of the Federal Reserve

System

The management of the Company is responsible for establishing and maintaining internal

control and the 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 para

graph and to assess whether those practices and procedures can be expected to achieve the SECs
above-mentioned objectives Two of the objectives of internal control and the practices and proce

dures 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 managements authorization and recorded properly

to permit the preparation of financial statements in accordance with accounting principles generally

accepted in the United States of America Rule 7a-5g lists additional objectives of the practices

and procedures listed in the preceding paragraph
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Because of inherent limitations in internal control and 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 because of changes in condi

tions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow manage
ment or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of deficien

cies in internal control that is less severe than material weakness yet important enough to merit

attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the Companys financial state

ments will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities

for safeguarding securities that we consider to be material weaknesses as defined above

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

second paragraph of this report are considered by the SEC to be adequate for its purposes in accord

ance 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 material inade

quacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of management the Securities and

Exchange Commission and other regulatory agencies that rely on rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be

and should not be used by anyone other than those specified parties

Cleveland Ohio

February 22 2010
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