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OATH OR AFFIRMATION

John Glynn swear or affirm that to the best of

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

BAIRD PATRICK CO INC

of December31 2012 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

Gall Parker

Notary Public State of New York fr
NO 01PA6126374 sign re

Qualified in New York County
CommIssIon Expres May 02 20j

Title

/71 act
Notary Public
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McGladrey LLP

McGladrey

Independent Auditors Report

To the Board of Directors

Baird Patrick Co Inc

Jersey City New Jersey

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Baird Patrick Co Inc the
Company as of December 31 2012 and the related statements of operations changes in stockholders

equity and cash flows for the year then ended that are filed pursuant to Rule 17a-5 under the Securities

Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes the

design implementation and maintenance of internal control relevant to the preparation and fair presentation

of financial statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statements whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the Companys preparation and fair

presentation of the financial statements in order to design 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 Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made by management as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

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

position of Baird Patrick Co Inc as of December 31 2012 and the results of its operations and its cash

flows for the year then ended in accordance with accounting principles generally accepted in the United

States of America

Member of the RSM International network of independent accounting tax and consulting rms



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The

supplementary information contained in Schedules II and Ill is presented for purposes of additional analysis

and is not required part of the financial statements but is supplementary information required by Rule 17a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the financial

statements The information in Schedules II and Ill has been subjected to the auditing procedures applied

in the audit of the financial statements and certain additional procedures including comparing and reconciling

such information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in accordance with

auditing standards generally accepted in the United States of America In our opinion the information in

Schedules II and Ill is fairly stated in all material respects in relation to the financial statements as whole

New York New York

February 26 2013



Baird Patrick Co Inc

Statement of Financial Condition

December 31 2012

ASSETS

Cash 32076

Deposit with clearing broker 105360

Receivables from broker-dealers and clearing organizations 121052

Furniture equipment and leasehold improvements at cost

less accumulated depreciation and amortization of $297198 131972

Other assets 3454

Total assets 393914

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 7055

Deferred rent credit 126383

Total liabilities 133438

Commitments and Contingencies Note

Stockholders Equity

Preferred stock $1 par value 18030 shares authorized no shares

issued or outstanding

Common stock $1 par value 200000 shares authorized 51471 shares issued 51471

Additional paid-in capital 200000

Retained earnings 890255

Less treasury stock 15250 shares at cost 881250

Total stockholders equity 260476

Total liabilities and stockholders equity 393914

See Notes to Financial Statements



Baird Patrick Co Inc

Statement of Operations

Year Ended December 31 2012

Revenues

Commissions 334823

Principal transactions 6375
interest and dividends 15741

Other 96000

Total revenues 440189

Expenses

Employee compensation and benefits 232740

Floor brokerage exchange and clearance fees 88473

Communications and data processing 99324

Occupancy 124613

Other expenses 77960

Total expenses 623110

Loss before provision for income taxes 182921

Provision for Income Taxes 2037

Net loss 184958

See Notes to Financial Statements



Baird Patrick Co Inc

Statement of Changes in Stockholders Equity

Year Ended December 31 2012

Additional Total

Common Paid-In Retained Treasury Stockholders

Stock Capital Earnings Stock Equity

Balance January 12012 51471 200000 1075213 881250 445434

Net Loss 184958 184958

Balance December 31 2012 51471 200000 890255 881250 260476

See Notes to Financial Statements



Baird Patrick Co Inc

Statement of Cash Flows

Year Ended December 31 2012

Cash Flows From Operating Activities

Net loss 184958

Adjustments to reconcile net loss to net cash used in operating activities

Depreciation and amortization 30199

Deferred rent credit 19376

Changes in assets and liabilities

Decrease in

Receivables from broker-dealers and clearing organizations 165558

Other assets 210

Accounts payable and accrued expenses 2163

Net cash used in operating activities 10530

Cash

Beginning 42606

Ending 32076

Supplemental Disclosure of Cash Flow Information

Cash paid for income taxes net of refunds 2037

See Notes to Financial Statements



Baird Patrick Co Inc

Notes to Financial Statements

Note Organization

Baird Patrick Co Inc the Compan/ was incorporated in the State of Delaware in December 1973 The

Company is broker-dealer in securities registered with the Securities and Exchange Commission the

SEC and is member of the Financial Industry Regulatory Authority Inc FINRA The Companys

principal office is located in Jersey City New Jersey

The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the Securities Exchange

Act of 1934 and accordingly is exempt from the remaining provisions of that rule Essentially the

requirements of Paragraph k2ii provide that the Company clear all transactions on behalf of customers on

fully disclosed basis with clearing broker-dealer and promptly transmit all customer funds and securities to

the clearing broker-dealer The clearing broker-dealer carries all the accounts of the customers and maintains

and preserves all related books and records as are customarily kept by clearing broker-dealer

Note Summary of Significant Accounting Policies

Revenue Recognition Security transactions and related income and expenses are recorded on trade-date

basis

Furniture Equipment and Leasehold Improvements Furniture and office equipment and leasehold

improvements are stated at cost Furniture and office equipment is depreciated on straight-line basis using

an estimated useful life of five years Leasehold improvements are amortized over the shorter of the terms of

the leases or their estimated useful lives

Deferred Rent Credit Landlord contributions of $178142 toward the renovations of the Companys office

space are being amortized over the term of the lease Additionally rent expense is recorded on straight-line

basis over the lease term Deferred rent credits included in the accompanying statement of financial condition

result from rent reductions provided for at the inception of the lease and the unamortized amount of the

landlords contribution

Income Taxes Deferred income taxes are provided on liability method whereby deferred tax assets are

recognized for temporary differences and operating loss carryforwards and deferred tax liabilities are

recognized for taxable temporary differences Temporary differences are the differences between the

reported amounts of assets and liabilities and their tax bases Deferred tax assets are reduced by valuation

allowance when in the opinion of management it is more likely than not that some portion or all of the

deferred tax assets will not be realized Deferred tax assets and liabilities are adjusted for the effects of

changes in tax laws and rates on the date of enactment

The Company has federal net operating loss carryforwards of approximately $3339000 that expire in the

years 2024 through 2032 and state operating loss carryforwards of $608000 that expire in the years

2015-2017 full valuation allowance has been recorded against the related deferred tax asset of

approximately $1189000 at December 31 2012 as realization of this asset is uncertain

Financial Accounting Standards Board FASB Accounting Standards Codification Topic 740 Income

Taxes provides guidance for how uncertain tax positions should be recognized measured disclosed and

presented in the financial statements This requires the evaluation of tax positions taken or expected to be

taken in the course of preparing the Companys tax returns to determine whether the tax positions have

more-likely-than-not possibility of being sustained when challenged or when examined by the applicable

tax authority Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as tax

expense and liability in the current year



Baird Patrick Co Inc

Notes to Financial Statements

Note Summary of Significant Accounting Policies Continued

As of December 31 2012 management has determined that there are no uncertain tax positions With few

exceptions the Company is no longer subject to income tax examinations by U.S federal state or local tax

authorities for years before 2009

Use of Estimates The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions that

affect the amounts reported in the financial statements and accompanying notes Although these estimates

are based on managements knowledge of current events and actions it may undertake in the future they

may ultimately differ from actual results

Recently AdoDted Accounting Pronouncement In May 2011 the FASB issued Accounting Standards Update

ASU 2011-04 Amendments to Achieve Common Fair Value Measurements and Disclosure Requirements in

U.S GAAP and IFRSs ASU 2011-04 ASU 2011-04 amended ASC 820 Fair Value Measurements and

Disclosures to converge the fair value measurement guidance in GAAP and International Financial Reporting

Standards IFRS5 Some of the amendments clarify the application of existing fair value measurement

requirements while other amendments change particular principle in ASC 820 In addition ASU 2011-04

requires additional fair value disclosures The amendments are effective for annual periods beginning after

December 15 2011 and was adopted by the Company The adoption did not have material impact on the

financial statements

Recently Issued Accounting Pronouncement In December 2011 the FASB issued new guidance that

requires an entity to disclose information about offsetting and related arrangements to enable users of its

financial statements to understand the effect of those arrangements on its financial position This guidance is

effective for annual and interim periods beginning on or after January 2013 An entity should provide the

disclosures required by those amendments retrospectively for all comparative periods presented Since this

pronouncement is disclosure related the adoption of this guidance is not expected to have material impact

on the Companys financial position or results of operations

Note Transactions With Clearing Agent

The Company has an agreement with clearing agent to clear customers securities transactions on fully

disclosed basis The agreement provides for clearing charges at fixed rate multiplied by the number of

tickets traded by the Company The agreement also requires the Company to maintain minimum of

$100000 as deposit in an account with the agent

Note Related Party Transactions

The Company charges monthly fee for administrative and record-keeping services provided to corporation

controlled by the Companys president The total fees received by the Company for 2012 under this

arrangement was $96000



Baird Patrick Co Inc

Notes to Financial Statements

Note Commitments and Contingencies

Leases The Company is obligated under the terms of an operating lease for its current office space through

September 2017

Minimum rental commitments under the noncancellable operating lease as of December 31 2012 are as

follows

Year ending December 31

2013 105616

2014 105616

2015 107502

2016 116932

2017 87699

523365

The lease also contains provisions for escalation charges based upon certain cost increases incurred by the

lessor Rent expense for 2012 was approximately $110000

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 or the Rule which

requires the maintenance of minimum net capital The Company calculates its minimum capital requirement

pursuant to the aggregate indebtedness method which requires the Company to maintain minimum net

capital as defined equal to the greater of $100000 or 6-2/3% of its aggregate indebtedness as defined The

Rule also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital

ratio would exceed 10 to At December 31 2012 the Company had net capital of $186165 which was

$86165 in excess of its required net capital The Companys ratio of aggregate indebtedness to net capital

was 0.39 to at December 31 2012

Note Off-Balance-Sheet Risk

As discussed in Note the Companys customers securities transactions are introduced on fully disclosed

basis with its clearing broker-dealer The clearing broker-dealer carries all of the accounts of the customers of

the Company and is responsible for execution collection of and payment of funds and receipt and delivery of

securities relative to customer transactions Off-balance-sheet risk exists with respect to these transactions

due to the possibility that customers may be unable to fulfill their contractual commitments wherein the

clearing broker-dealer may charge any losses it incurs to the Company The Company seeks to minimize this

risk through procedures designed to monitor the creditworthiness of its customers and to ensure that

customer transactions are executed properly by the clearing broker-dealer

Note Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or disclosure through the date

these financial statements were issued



Baird Patrick Co Inc

Schedule

Computation of Net Capital Under Rule 15c3-1 of the Securities and Exchange Commission

December 31 2012

Computation of Net Capital

Total Stockholders Equity per Statement of Financial Condition 260476

Deductions

Nonallowable assets

Furniture equipment and leasehold improvements less

landlord reimbursement of $61114 for leasehold improvements

included in deferred rent credit net of current portion 70857

Other assets 3454

74311

Net capital 186165

Computation of Basic Net Capital Requirement

Aggregate Indebtedness

Accounts payable and accrued expenses 7055

Deferred rent credit net of amount offsethng nonallowable assets 65269

72324

Ratio of Aggregate Indebtedness to Net Capital 0.39 to

Minimum Net Capital Required at 6-2/3% of Aggregate Indebtedness 4822

Minimum Dollar Net Capital Requirement of Reporting Broker-Dealer 100000

Net Capital Requirement Greater of Above 100000

Excess Net Capital $186165 $100000 86165

Net Capital in Excess of the Greater of 120% of the Minimum Net Capital

Requirement or 10% of Aggregate Indebtedness $186165 $120000 66165

Statement pursuant to Paragraph d4 of Rule 7a-5

There are no material differences between the amounts presented in the computations of net capital set

forth above and the amounts as reported in the Companys unaudited Part li-A Quarterly FOCUS report

as of December 31 2012

10



Baird Patrick Co Inc

Schedule II

Computation for Determination of Reserve Requirements Under Rule 15c3-3

December 31 2012

None the Company is exempt from Rule 15c3-3 of the Securities and Exchange Commission pursuant to the

provisions of subparagraph k2ii thereof

11



Baird Patrick Co Inc

Schedule Ill

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

December 31 2012

None the Company is exempt from Rule 15c3-3 of the Securities and Exchange Commission pursuant to the

provisions of subparagraph k2ii thereof

12



McGladrey LLP

McGladrey

Independent Auditors Report on Internal Control

To the Board of Directors

Baird Patrick Co Inc

Jersey City New Jersey

In planning and performing our audit of the financial statements of Baird Patrick Co Inc the Company
as of and for the year ended December31 2012 in accordance with auditing standards generally accepted in

the United States of America we considered 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-5g1 of the Securities and Exchange Commission the 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 compliance with such practices and

procedures 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 7a-3a1 and

for determining compliance with the exemptive provisions of Rule 5c3-3 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 the recordation

of differences required by Rule 17a-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 paragraph 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 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 managements
authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 17a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

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 conditions or that the effectiveness of their

design and operation may deteriorate

13
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deficiency in internal control exists when the design or operation of control does not allow management 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 deficiencies 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 statements 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 identity 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 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 material inadequacy 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 2012 to meet the SECs

objectives

This report is intended solely for the information and use of the board of directors management the SEC
Financial Industry Regulatory Authority FINRA 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 these specified parties

New York New York

February 26 2013
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