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NOTES TO FINANCIAL STATEMENTS AS OF JUNE 30, 2002

1. ORGANIZATION AND OPERATIONS

James Baker & Associates, A Limited Partnership (the “Partnership”) is registered under the Securities Exchange Act of 1934
(the “Act”) as a general securities broker and dealer. The Partnership’s customer base consists primarily of community banks.
The Partnership is also registered as an investment adviser under the Investment Adviser Act of 1940.

2. NET CAPITAL REQUIREMENTS

The Partnership is subject to the Uniform Net Capital Rule (15¢3-1) under the Securities Exchange Act which requires the
maintenance of minimum net capital. Rule 15¢3-1 also limits the amount of capital withdrawals that can be made within
any 30-day period without notification and/or approval of the Securities and Exchange Commission. The Partnership has
elected to use the alternative method, permitted by the rule, which requires the Partnership to maintain minimum net capital,
as defined, equal to the greater of $250,000 or two percent of aggregate debit balances arising from customer transactions,
as defined. At June 30, 2002, the Partnership had net capital of $5,566,806, which was 870% of aggregate debit balances
and $5,316,806 in excess of required net capital.



