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OATH OR AFFIRMATION 

I, _R_o_b_e_rt_L_._K_i_n_ce_l _______________________ , swear (or affirm) that, to the best of 

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of 
Fred Alger & Company Incorporated 
--------------------------------------------, as 
of December 31 2017 are true and correct. I 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: 

Zfttl0v1tti t, 
STEPHANIE L. FOLEY 

NOTARY PUBLIC OF NEW JERSEY 
,0·#·2429ss1 

Notary Public 

u .. Commission Expires 2/12Ji848-
'"' oi~:a. 
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0 (a) Facing Page. 
✓ (b) Statement of Financial Condition. 
✓ ( c) Statement of Income (Loss). 

( d) Statement of Changes in Financial Condition. 

I 
Chi~f Financial Officer 

Title 

✓ ( e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' 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 15c3-3. 
✓ (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3. 

[ZJ G) A Reconciliation, including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-1 and the 
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3. 

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of 
consolidation. 

[ZI (I) An Oath or Affirmation. 
D (m) A copy of the SIPC Supplemental Report. 
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** For conditions of confidential treatment of certain portions of this filing, see section 240. J 7a-5(e)(3). 
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KPMG LLP 
345 Park Avenue 
New York, NY 10154-0102 

Report of Independent Registered Public Accounting Firm 

To the Board of Directors 
Fred Alger & Company, Incorporated and Subsidiary: 

Opinion on the Consolidated Financial Statements 

We have audited the accompanying consolidated statement of financial condition of Fred Alger & Company, 
Incorporated and Subsidiary (the Company) as of December 31, 2017, the related consolidated statements of 
income, changes in stockholder's equity, and cash flows for the year then ended, and the related notes 
(collectively, the consolidated financial statements). In our opinion, the consolidated financial statements present 
fairly, in all material respects, the financial position of the Company as of December 31, 2017, and the results of 
its operations and its cash flows for the year then ended in conformity with U.S. generally accepted accounting 
principles. 

Basis for Opinion 

These consolidated financial statements are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these consolidated financial statements based on our audit. We are a public 
accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and 
are required to be independent with respect to the Company in accordance with the U.S. federal securities laws 
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are 
free of material misstatement, whether due to error or fraud. Our audit included performing procedures to assess 
the risks of material misstatement of the consolidated financial statements, whether due to error or fraud, and 
performing procedures that respond to those risks. Such procedures included examining, on a test basis, 
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audit also included 
evaluating the accounting principles used and significant estimates made by management, as well as evaluating 
the overall presentation of the consolidated financial statements. We believe that our audit provides a reasonable 
basis for our opinion. 

Accompanying Supplemental Information 

The supplemental information contained in Schedules I, II, and Ill has been subjected to audit procedures 
performed in conjunction with the audit of the Company's consolidated financial statements. The supplemental 
information is the responsibility of the Company's management. Our audit procedures included determining 
whether the supplemental information reconciles to the consolidated financial statements or the underlying 
accounting and other records, as applicable, and performing procedures to test the completeness and accuracy 
of the information presented in the supplemental information. In forming our opinion on the supplemental 
information, we evaluated whether the supplemental information, including its form and content, is presented in 
conformity with 17 C.F.R. § 240.17a-5. In our opinion, the supplemental information contained in Schedules I, 11, 
and Ill is fairly stated, in all material respects, in relation to the consolidated financial statements as a whole. 

We have served as the Company's auditor since 2010. 

New York, New York 
March 1, 2018 

1 !ur u:....11 
ti· 



FRED ALGER & COMPANY INCORPORATED 

AND SUBSIDIARY 

Consolidated Statement of Financial Condition 

As of December 31, 2017 

Assets 
Cash 
Due from broker (note 8) 
Management and sub-advisory fees receivable (note 5b) 
Receivable from mutual funds (note 5b) 
Financial instruments owned, at fair value (note 4) 
Due from affiliates (note 6) 
Current taxes receivable 
Prepaid expenses and other assets 
Deposits with clearing organizations 
Net deferred tax asset (note 11) 
Property and equipment, net (note 7) 

Liabilities and Equity 

Liabilities: 

Accrued expenses and other liabilities (note 9) 
Financial instruments sold, not yet purchased, at fair value (note 4) 
Due to broker (note 8) 
Due to affiliates (note 6) 

Total liabilities 

Commitments and contingencies (note 14) 

Equity: 
Stockholder's equity: 

11 % Series A cumulative preferred stock $100 par value - 5,000 shares 
authorized; 1,370 shares issued and no shares outstanding 

Voting common stock, $0.10 par value 1,000 shares authorized; 113.027 shares 
issued; 105. 725 shares outstanding 

Nonvoting common stock, $0.10 par value - 1,000 shares authorized and 
no shares issued or outstanding 

Additional paid-in capital 
Retained deficit 
Less treasury stock, at cost - 7 .302 shares voting common stock and 

1,370 Series A shares cumulative preferred stock 
Total stockholder's equity 

See accompanying notes to consolidated financial statements. 

2 

$ 21,456,486 
1,393,373 

16,860,500 
6,318,294 

30,647,017 
23,829,433 

840,333 
4,008,691 
1,033,929 
1,435,512 
4,123,046 

$ ==11=1=,9=4=6,=6=14= 

$ 46,557,892 
1,386,160 
1,391,310 

969,521 
50,304,883 

137,000 

11 

99,214,685 
(37,543,899) 

(166,066) 
61,641,731 

$ 111,946,614 
========= 



FRED ALGER & COMPANY INCORPORATED 
AND SUBSIDIARY 

Consolidated Statement of Income 

For Year Ended December 31, 2017 

Revenues: 
Management and sub-advisory fees (note 5b) 
Mutual fund fees (note 5b) 
Net change in unrealized gains on financial instruments 
Commissions (note 5b) 
Interest and dividends 
Net realized gain on financial instruments 
Other income 

Total revenues 

Expenses: 

Compensation and benefits (note 13) 
Distribution and /or administration fees 
Revenue sharing fees 
General and administrative expenses 
Occupancy (note 14) 
Advertising and marketing 
Professional fees 
Depreciation and amortization (note 7) 
Subscriptions 
Trading costs 
Mutual fund reimbursement fees (note 5b) 
Communications 
Printing and supplies 
Regulatory fees 

Total expenses 

Income before income tax expense 

Income tax expense (note 11) 

Net income 

See accompanying notes to consolidated financial statements. 
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$ 141,554,333 
48,076,248 

1,211,073 
2,264,900 

549,952 
2,329,422 

713,825 
196,699,753 

75,369,424 
39,087,496 
19,910,916 
13,602,633 
3,706,100 
2,478,630 
1,902,585 
1,504,816 
1,151,305 
1,101,070 

852,567 
511,211 
507,967 
332,113 

162,018,833 

34,680,920 

2,323,606 

$ 32,357,314 



11 % Series A 
cumulative preferred stock 

$100 par value 

FRED ALGER & COMPANY, INCORPORATED 

AND SUBSIDIARY 

Consolidated Statement of Changes in Stockholder's Equity 

For Year Ended December 31, 2017 

Voting Nonvoting 
common stock common stock Additional 

$0.10 par value $0.10 par value paid-in 
Shares Amount Shares Amount Shares Amount capital 

Balance, January l, 2017 1,370 $ 137,000 113 $ 11 $ $ 96,322,683 

Noncash compensation 2,892,002 

Dividends 

Net income 

Balance, December 31, 2017 1,370 $ 137,000 113 $ 11 $ $ 99,214,685 

See accompanying notes to consolidated financial statements. 
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Retained 
earnings/ Treasury 
(deficits) stock Total 

$ (42,401,213) $ (166,066) $ 53,892,415 

2,892,002 

(27,500,000) (27,500,000) 

32,357,314 32,357,314 

$ (37,543,899) $ (166,066) $ 61,641,731 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Consolidated Statement of Cash Flows 
For Year Ended December 31, 2017 

Cash flows from operating activities: 
Net income 
Adjustments to reconcile net income to net cash used in 

operating activities: 
Net change in unrealized gains/losses on financial instruments 
Def erred tax expense 
Depreciation and amortization 
Noncash compensation 
Decrease (increase) in: 

Management and sub-advisory fees receivable 
Receivable from mutual funds 
Due from broker 
Due from affiliates 
Prepaid expenses and other assets 
Current taxes receivable 
Financial instruments sold, not yet purchased 

Deposits with clearing organizations 
Increase (decrease) in: 

Accrued expenses and other liabilities 
Financial instruments owned, net 
Due to broker 
Due to affiliate 

Net cash used in operating activities 
Cash flows from investing activities: 

Acquisition of property and equipment 
Net cash used by investing activities 
Net decrease in cash 

Cash, beginning of year 
Cash, end of year 

Supplemental disclosure: 
Cash paid during the year for income taxes 

Supplemental disclosure of noncash financing activitfos: 
Noncash compensation 

Noncash dividends to Parent 

See accompanying notes to consolidated financial statements. 
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$ 32,357,314 

(1,211,073) 
600,855 

1,504,816 
2,892,002 

(2,430,544) 
(258,312) 
(142,521) 

(49,740,693) 
(1,070,541) 

958,004 
146,442 

(1,048) 

6,963,286 
1,960,150 

221,538 
969,521 

(6,280,804) 

(598,620) 
(598,620) 

(6,879,424) 
28,335,910 

$ 21,456,486 

$ 592,064 

$ 2,892,002 

$ (27,500,000) 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

(1) Organization and Principles of Consolidation 

The consolidated financial statements of Fred Alger & Company, Incorporated and Subsidiary (Company) 
include the accounts of Fred Alger & Company, Incorporated (FAC) and its wholly owned subsidiary, Fred 
Alger Management, Inc. (FAM). FAC is a wholly owned subsidiary of Alger Associates, Inc. (Parent). 

(2) Business 

The Company is a broker/dealer in securities registered with the Securities and Exchange Commission 
(SEC) under the Securities and Exchange Act of 1934, and is a member of various exchanges and the 
Financial Industry Regulatory Authority (FINRA). FAM is an investment adviser registered under the 
Investment Advisers Act of 1940. The Company acts as the principal underwriter of mutual funds 
sponsored by FAM (Alger mutual funds) and effects transactions principally for the customers of FAM. 
The Company clears these transactions on a fully disclosed basis with a third party service provider. The 
Company is not authorized to maintain customers' accounts and does not hold customers' funds or 
securities in connection with such transactions. 

(3) Summary of Significant Accounting Policies 

(a) Use of Estimates 

The preparation of the consolidated financial statements in conformity with accounting principles 
generally accepted in the United States of America requires the Company to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the r~ported amounts of 
revenues and expenses during the period. Actual results could differ from those estimates. 

(b) Cash and Cash Equivalents 

The Company considers all highly liquid investments, with original maturities of less than 
ninety days at acquisition as cash equivalents. Cash held at financial institutions generally exceed the 
amount insured by the Federal Deposit Insurance Corporation. The Company does not hold any cash 
equi val en ts at December 31, 2017. 

(c) Valuation of Financial Instruments 

Investments in financial instruments and financial instruments sold, not yet purchased are measured 
at fair value. Fair value is generally based on quoted market prices. If quoted market prices are not 
available, fair value is determined based on other relevant pricing inputs, including dealer price 
quotations, quoted price activity for similar instruments and valuation pricing models. 

The Company follows Accounting Standards Codification (ASC) 820, Fair Value Measurements, 
which establishes a hierarchy for inputs used in measuring fair value that maximizes the use of 
observable inputs and minimizes the use of unobservable inputs by requiring that the most 
observable inputs be used when available. Observable inputs are inputs that market participants 
would use in pricing the asset or liability developed based on market data obtained from sources 
independent of the Company. Unobservable inputs are inputs that reflect the Company's assumptions 

6 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

about the factors market participants would use in pricing the asset or liability developed based on 
the best information available in the circumstances. Classification within the hierarchy is based upon 
the lowest level of input that is significant to the fair value measurement. The hierarchy is broken 
down into three levels based on the reliability of inputs as follows: 

Level 1 - Valuations based on quoted prices in active markets for identical assets or liabilities. An 
active market for the asset or liability is a market in which transactions for the asset or liability occur 
with sufficient frequency and volume to provide pricing information on an ongoing basis. Valuation 
adjustments and block discounts are not applied to Level 1 instruments. 

Level 2 - Valuations based on quoted prices in markets that are not active or for which all significant 
inputs are observable, either directly or indirectly. Level 2 inputs include: (i) quoted prices for 
similar assets or liabilities in active markets; (ii) quoted prices for identical assets or liabilities traded 
in nonactive markets (i.e., dealer or broker markets); and (iii) inputs other than quoted prices that are 
observable or inputs derived from or corroborated by market data. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

The availability of observable inputs can vary from financial instrument to financial instrument and 
is affected by a wide variety of factors, including, for example, the type of financial instrument, 
whether the financial instrument is new and not yet established in the marketplace, and other 
characteristics particular to the transaction. To the extent that valuation is based on models or inputs 
that are less observable or unobservable in the market, the determination of fair value requires more 
judgment. Accordingly, the degree of judgment exercised by the Company in determining fair value 
is greatest for instruments categorized in Level 3. 

Fair value is a market-based measure considered from the perspective of a market participant rather 
than an entity-specific measure. Therefore, even when market assumptions are not readily available, 
the Company's own assumptions are set to reflect those that the Company believes market 
participants would use in pricing the asset or liability at the measurement date. The Company uses 
prices and inputs that are current as of the measurement date, including during periods of market 
dislocation: 

The Company held the following types of financial instruments as of December 31, 2017: 

Money Market Funds 

The Company owns investments in several money market funds that are valued based on readily 
available and observable net asset values. These investments are included in Level 1 of the fair value 
hierarchy. 

7 



Mutual Funds 

FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

The Company owns investments in various Alger mutual funds that are valued based on readily 
available and observable net asset values. These investments are included in Level 1 of the fair value 
hierarchy. 

Exchange-Traded Equity Securities 

The Company owns positions in various common stocks of publicly traded companies. These 
securities are generally valued using the last sales price or official closing price taken from the 
primary market in which each security trades. As such, these investments are included in Level 1 of 
the fair value hierarchy. 

(d) Financial Instruments Sold, Not Yet Purchased 

The Company has sold financial instruments that it does not own and will, therefore, be obligated to 
purchase such financial instruments at a future date. In conjunction with transactions of this type, the 
Company will typically provide collateral to the counterparty until such time the transactions are 
fully settled. A gain limited to the price at which the Company sold the security short, or a loss, 
unlimited in amount, will be recognized upon the termination of a short sale. The Company has 
recorded this obligation in the consolidated financial statements at the fair value of the financial 
instruments. If the financial instruments sold short increase in value, the Company would be required 
to purchase the financial instruments sold short at a price in excess of the obligation reflected in the 
Consolidated Statement of Financial Condition. These investments consist of exchange traded 
securities and are included in Level 1 of the fair value hierarchy. 

( e) Securities Transactions 

The Company records security transactions on trade date. Dividend income is recognized on the 
ex-dividend date, and interest income is recognized on an accrual basis. Realized gains (losses) on 
the sales of securities are recognized using the specific identification method, and changes in 
unrealized gains (losses) are recognized in the Consolidated Statement of Income. The Company has 
the ability to purchase securities on margin. 

(J) Financial Instruments with Off-Balance Sheet Risk 

In the normal course of business, the Company enters into transactions in various financial 
instruments with off-balance sheet risk. These financial instruments include financial instruments 
sold, not yet purchased. 

The Company's financial instruments are subject to the following: 

Market Risk 

Market risk represents the potential loss that can be caused by a change in the fair value of the 
financial instrument. 

8 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

Credit Risk 

Credit risk represents the risk that the Company would incur if its counterparties failed to perform 
pursuant to the terms of their agreements with the Company. 

The Company has agreements with various brokerage firms to carry its accounts as a customer. 
These brokers have custody of the Company's financial instruments and, from time to time, cash 
balances which may be due from these brokers. 

Liquidity Risk 

Liquidity risk represents the possibility that the Company may not be able to rapidly adjust the size 
of its positions in times of high volatility and financial stress at a reasonable price. 

Interest Rate Risk 

Interest rate risk represents a change in interest rates, which could result in an adverse change in the 
fair value of an interest-bearing financial instrument. 

Political Risk 

The Company is exposed to political risk to the extent that FAM, on its behalf and subject to its 
investment guidelines, trades securities that are listed on various U.S. and foreign exchanges and 
markets. The governments in any of these jurisdictions could impose restrictions, regulations or other 
measures, which may have a material adverse impact on the Company's investment strategy. 

(g) Management and Sub-Advisory Fees 

Management fees and sub-advisory fees are earned by FAM for advisory services provided to its 
customers. Such fees are recognized as earned on a monthly basis based on the terms of the customer 
agreements. 

Among FAM's customers are five registered investment companies (Alger mutual funds): 

• The Alger Funds 

• The Alger Portfolios 

• The Alger Funds II 

• The Alger Global Growth Fund 

• The Alger Institutional Funds 

During the year, FAM provided sub-advisory services to the Alger SICAV, a collective investment 
undertaking organized under the laws of the Grand Duchy of Luxembourg Stock Exchange for sale 
to non-U.S. citizens in certain European countries. 

9 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

(h) Mutual Fund Fees 

Mutual fund fees are earned by the Company and FAM for distribution, administrative and oversight 
services performed for the Alger mutual funds and Alger SICAV. Fees earned for distribution and/ 
or administration of the Alger mutual funds are collected pursuant to plans operating under Rule 
12b-1 of the Investment Company Act of 1940 (12b-1 Plans). 

(i) Commissions 

Commissions and related clearing expenses are recorded on a settlement-date basis, the effect which 
is not materially different from a trade date basis. Commission income is earned by providing trade 
execution services thru FAC for Alger mutual funds and separately managed accounts. 

(j) Distribution and I or administration fees and Revenue sharing fees 

The Company, in its capacity as underwriter for the Alger mutual funds, pays fees to third party 
dealers who sell the funds to their customers. To the extent the fees paid do not exceed amounts 
collected from the Alger mutual funds pursuant to 12b-l Plans, they are incurred by the Company 
and included in Distribution and/ or administrative fees on the Consolidated Statement of Income. 
To the extent these fees exceed amounts collected pursuant to 12b-l Plans, they are incurred by 
FAM and included as Revenue sharing fees on the Consolidated Statement of Income. 

(k) Depreciation and Amortization 

Property and equipment are stated at cost, net of accumulated depreciation. Depreciation relating to 
these assets is provided for primarily by the straight-line method over their estimated useful lives, 
ranging from 5 to 10 years. Leasehold improvements are amortized by the straight-line method over 
the lesser of their economic useful lives or the terms of the related leases. 

(l) Deferred Rent 

In accordance with ASC 840, the Company has long-term operating leases that include escalating 
lease payments for which rent expense is recorded ratably over the noncancelable base lease period. 
Deferred rent represents the difference between rent on a straight-line basis compared to the annual 
rent payable. 

(m) Income Taxes 

Beginning with its 2008 taxable year, the Company and its shareholders elected to be treated as an S 
Corporation under the Internal Revenue Code for purposes of filing Federal income tax returns. As 
an S Corporation, the Company generally will not have to pay corporate-level income taxes but 
instead any income or loss will be included in the individual shareholder's tax returns. For most of 
the state or local jurisdictions in which the Company files tax returns, the Company did not elect to 
be treated as an S Corporation. Income taxes relating to those states are incurred at the corporate 
level. 

10 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

Income taxes are accounted for using the asset and liability method (ASC 740). Under this method, 
deferred tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities and 
their respective tax-basis carrying amounts. Deferred tax assets and liabilities are measured using 
enacted tax rates expected to apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled. Deferred tax assets are reduced by a valuation 
allowance when, in the opinion of management, it is more likely than not that some portion or all of 
the def erred tax assets will not be realized. The effect on def erred tax assets and liabilities of a 
change in tax rates is recognized in income in the period in which the enactment date occurs. 

The Company files its Federal and certain state tax returns as a member of a consolidated group but 
accounts for its tax expense on a separate company basis reflecting its proportionate share of the tax 
asset or liability as if it were filing on its own. Any amounts due which pertain to tax returns filed on 
a consolidated basis are payable to the Parent. 

Uncertainty in income taxes (ASC 740-10) is accounted for by recognizing in the consolidated 
financial statements the impact of a tax position when it is more likely than not that the tax position 
would be sustained upon examination by the tax authorities based on the technical merits of the 
position. Management considers the facts and circumstances available as of the reporting date in 
order to determine the appropriate tax benefit to recognize including tax legislation and statutes, 
legislative intent, regulations, rulings and case law. Differences could exist between the ultimate 
outcome of the examination of a tax position and management's estimate. It is not expected that 
these differences will have a material impact on the financial statements. In the preparation of 
income tax returns, tax positions are taken based on interpretation of Federal, State and local income 
tax laws for which the outcome is uncertain. Management has analyzed the Company's tax positions 
taken on Federal, State and local income tax returns for all open years and has determined that no 
uncertain tax positions exist as of the reporting date. 

The following are the major tax jurisdictions for the Company: United States, New Jersey, New 
York, and New York City. Generally, tax years 2014 to present are open for examination by 
Federal, State and local tax authorities. 

(n) Recently Issued Accounting Pronouncements Not Yet Adopted 

In February 2016, the FASB issued ASU no. 2016-02, "Leases (Topic 842)". This amended standard 
was written to increase transparency and comparability among organizations by recognizing lease 
assets and lease liabilities on the balance sheet and disclosing key information about leasing 
arrangements. The new standard requires lessees to recognize a right-of-use asset and lease liability 
for all leases with terms of more than 12 months. Recognition, measurement, and presentation of 
expenses will depend on classification as finance or operating lease. The amendments also require 
certain quantitative and qualitative disclosure. Accounting guidance for lessors is largely unchanged. 
This guidance is effective for the fiscal years and interim periods within those years beginning after 
December 15, 2018, and requires a modified retrospective approach to adoption. The Company is 

11 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

assessing the impact this standard will have on the consolidated financial statements and related 
disclosures. 

In May 2014, the FASB issued ASU no. 2014-09, "Revenue from Contracts with Customers (Topic 
606)". The core principle of the revenue model is that an entity recognizes revenue to depict the 
transfer of promised goods or services to customers in an amount that reflects the consideration to 
which entity expects to be entitled in exchange for the goods or services. During 2015, the FASB 
issued ASU 2015-14, "Revenue from Contracts with Customers (Topic 606) - Deferral of the 
Effective Date". This ASU deferred the effective date of the Update 2014-09 for nonpublic 
companies to fiscal years beginning after December 15, 2018 (a one year deferral). The Company 
has assessed the impact of this ASU and it does not have a material impact to the Company's 
financial statements and disclosures. 

( 4) Financial Instruments at Fair Value 

The following presents the Company's financial instruments' fair value hierarchy as of December 31, 
2017: 

Assets 

Financial instruments owned: 

Mutual funds 
Money market funds 
Exchange-traded equity securities 

Total financial instruments owned 

Financial instruments sold, not yet 
purchased: 

Exchange-traded equity securities 

Total financial instruments sold, 
not yet purchased 

Quoted prices Significant 
in active other 

markets for observable 
identical assets inputs 

(Level 1) (Level 2) 

$ 2,158,296 
19,081,473 
9,407,248 

$ 30,647,017 

$ 1,386,160 

. $ 1,386,160 

There were no level 2 or 3 investments held during the year. 

(5) Related Party Transactions 

(a) Directors and Officers 

Significant 
unobservable 

inputs 
(Level 3) Total 

2,158,296 
19,081,473 

9,407,248 

30,647,017 

1,386,160 

1,386,160 

Certain employees of the Company and FAM are officers of the Alger mutual funds. 
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FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

(b) Revenue Transactions 

FAM provides advisory services to the Alger mutual funds and sub-advisory services to the Alger 
SICA V Funds for which it earns management and sub-advisory fees. Fees earned for these services 
are included in Management and sub-advisory fees in the Consolidated Statement of Income. 
Amounts receivable which relate to these fees are included in Management and sub-advisory fees 
receivable on the Consolidated Statement of Financial Condition. 

FAM provides certain administration services to the Alger mutual funds for which it receives fund 
administration fees and shareholder administration fees. The Company earns fees from the Alger 
mutual funds pursuant to plans operating under Rule 12b-l of the Investment Company Act of 1940. 
These fees are included in Mutual fund fees in the Consolidated Statement of Income. Amounts 
receivable relating to these fees is included in Receivable from mutual funds on the Consolidated 
Statement of Financial Condition. 

FAM receives Sub-TIA fees from the Alger mutual funds, which represents a partial reimbursement 
of payments made to intermediaries that provide sub-accounting services to omnibus accounts 
invested in the Alger mutual funds. Amounts receivable relating to these fees are included in 
Receivable from mutual funds on the Consolidated Statement of Financial Condition. 

The Alger mutual funds and Alger SICA V Funds also pay the Company brokerage commissions in 
connection with securities transactions. These fees are included in Commissions in the Consolidated 
Statement of Income. Amounts receivable which relate to these fees are included in Prepaid expenses 
and other assets on the Consolidated Statement of Financial Condition. 

FAM and FAC provide certain administrative and marketing support services to Alger Management, 
Ltd. (AML), a U.K. investment advisor which is majority owned by AAI, for which they earn fees. 
Such fees are included in Other Income on the Consolidated Statement of Income. Amounts 
receivable which relate to these fees are recorded in the Due from affiliates account on the 
Consolidated Statement of Financial Condition. 

Certain expenses incurred by Alger mutual funds in excess of stated expense limits were reimbursed 
by FAM. The expense reimbursements for year ended 2017 were $852,567 and were recorded in 
Mutual fund reimbursement fees on the Consolidated Statement of Income. 

A summary of income earned through related party transactions for the year ended December 31, 
2017, and receivables from related parties as of that date is as follows: 
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FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

Income earned for the year ended 
December 31, 2017 

FAC FAM Total 

Management and sub-advisory 
fees: 

Management fees $ 113,419,758 113,419,758 

Sub - advisory fees 3,067,527 3,067,527 

Total 
managem.ent 
and sub-
advisory 

fees 116,487,285 116,487,285 

Mutual fund fees: 
12b-I and shareholder 

servicing fees 36,562,744 36,562,744 
Sub-TIA fees 5,195,256 5,195,256 
Fund administration fees 4,087,539 4,087,539 
Shareholder administration 

fees 1,817,153 1,817,153 

Total mutual 
fund fees 41,758,000 5,904,692 47,662,692 

Commission fees: 
Brokerage commissions 2,059,195 2,059,195 

Other Income: 
Admin and Marketing 312,786 312,786 625,572 

Total related 
party 
income/ 
receivables $ 44,129,981 122,704,763 166,834,744 

(c) Service-Related Charges 

FAC 

3,123,847 
2,660,498 

5,784,345 

106,618 

28,080 

5,919,043 

Amounts receivable at 
December 31, 2017 

FAM Total 

9,664,507 9,664,507 

275,198 275,198 

9,939,705 9,939,705 

3,123,847 
2,660,498 

371,353 371,353 

162,596 162,596 

533,949 6,318,294 

106,618 

28,080 56,160 

10,501,734 16,420,777 

Pursuant to an agreement with FAM, service-related charges of $34,277,670 have been earned by the 
Company. Under the terms of the agreement, FAM pays a monthly asset-based fee to the Company 
for its efforts in promoting and distributing certain products for which FAM receives management 
fees. These service-related charges have been eliminated in consolidation. 

14 



( d) Dividends 

FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

During the year the Company paid non-cash dividends of $27,500,000 to the Parent to settle 
intercompany balances. 

( e) Expenses 

Weatherbie Capital LLC (WBC) became a wholly owned subsidiary of the Parent, on March 1, 
2017. WBC provides sub-advisory services to FAM. For these sub-advisory services, FAM paid 
WBC $1,105,840 during the year. 

( 6) Due from / Due to affiliates 

Throughout the year, FAC and FAM provide cash and or pay certain expenses to and on behalf of its 
affiliates. Primarily, FAC and FAM provided cash to the Parent for shareholders dividends and 
shareholders quarterly tax distributions. As of December 31, 2017, the amount due from the Parent was 
$22,811,943. Amounts receivable from other affiliates for expenses paid on their behalf amounted to 
$1,017,499. 

As of December 31, 2017, the Company had payables of $405,673 to WBC for the 2017 fourth quarter 
sub-advisory fees, and $563,848 to Analyst Resources, Inc. (ARI) for recruiting services. 

(7) Property and Equipment, Net 

Leasehold improvements 
Furniture and fixtures 
Office machines 
Computer software 

Less: accumulated depreciation and amortization 

Useful lives 
10 years 
7 years 
5 years 
5 years 

$ 

Amount 
6,806,323 
2,057,772 
1,837,809 
1,361,365 

12,063,269 
(7,940,223) 

$ 4,123,046 
========== 

Depreciation and amortization expense for the year ended December 31, 2017 was $1,504,816. 

(8) Due from / Due to broker 

The Due from and Due to broker arise from an account managed by an Alger Portf'.olio Manager which 
utilizes a long/short equities strategy. As of December 31, 2017, the Short Credit balance was $1,393,373 
which represents the Due from broker, and the Margin Balance was $1,391,310 representing the Due from 
broker. 
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AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

(9) Accrued Expenses and Other Liabilities 

Accrued expenses and other liabilities consist of the following at December 31, 2017: 

Deferred compensation plan payable 
Accrued distribution fees 
Deferred Rent 
Other 

Total accrued expenses and 
other liabilities 

(10) Regulatory Net Capital Requirements 

$ 

$ 

28,480,298 
12,861,438 
2,580,748 
2,635,408 

46,557,892 

The Company is subject to the SEC Uniform Net Capital Rule, which requires the maintenance of 
minimum regulatory net capital and requires that the ratio of aggregate indebtedness to regulatory net 
capital, both as defined, shall not exceed 15 to 1. The Company computes its regulatory capital using the 
Alternative Method. At December 31, 2017, the Company had regulatory net capital of $18,199,870 and a 
regulatory net capital requirement of $250,000. The Company's ratio of aggregate indebtedness to 
regulatory net capital was .97 to 1. 

(11) Income Taxes 

The components of Income tax expense in the Consolidated Statement of Income for the year ended 
December 31, 2017 are as follows: 

Current: 

State and local $ 1,722,751 

Total current 1,722,751 
Deferred: 

State and local $ 600,855 

Total deferred 600,855 

Total tax expense $ 2,323,606 
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AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 

Management believes that it is more likely than not that the deferred tax asset will be realized and therefore 
no valuation allowance has been recorded. Significant components of the Company's deferred tax assets 
and deferred tax liabilities as of December 31, 2017 are as follows: 

Deferred tax assets: 
Compensation related 
Fixed assets 
Deferred rent 
Capitalized 12b-l 
Market appreciation 

Total deferred tax assets 

$ 1,319,377 
99,533 
62,399 
16,121 

(61,918) 

$ 1,435,512 
====== 

(12) H.R. 1, originally known as the Tax Cuts and Jobs Act, was enacted on December 22, 2017 ("Tax 
Reform"). ASC 740 requires companies to recognize the effect of tax law changes in the period of 
enactment. The Company has determined that, due to its status as an S Corporation for U.S. Federal tax 
purposes, Tax Reform did not have an impact on its financial statements for the year ended December 31, 
2017. 

(13) Pension and Profit Sharing Plans 

(a) 401(k) Plan 

The Company sponsors a contributory 401(k) plan. This plan includes all officers and full-time 
employees. The Company makes matching contributions equal to I 00% of the participant's 
compensation contributed as pre-tax contributions subject to a maximum amount of $10,000 for each 
participant. The Company's practice is to fund its obligation under the plan currently. Included in 
compensation and benefits expense are employer contributions for the year ended December 31, 
2017 of $965,584. 

(b) Deferred Compensation Plans 

The Parent maintains three nonqualified deferred compensation plans (the Plans) for certain 
employees of the Company i:md FAM. 

As more fully described in the Alger Associates, Inc. Profit Participation Plan, as amended and 
restated October 25, 2016 (Incentive Plan), and the individual Award Agreements, the Parent may 
issue an award which is credited to the participant's "award account" and vests after four years. 
Pursuant to the Incentive Plan, the award accounts are credited or debited with gains or losses based 
upon changes in values of notional investments in certain Alger mutual funds elected by the plan 

17 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Notes to Consolidated Financial Statements 

December 31, 2017 

participant. The participant is also eligible for a matching contribution from the Parent of up to 175% 
of the original award. Both the vesting percentage attributable to the awards and the level of 
matching contributions are based on growth in the consolidated pre-tax net operating income of the 
Parent and its subsidiaries, as defined by the plan, and which may be adjusted by management 
according to the terms of the Incentive Plan. During the year ended December 31, 2017, the 
Company recognized $823,240 in compensation expense relating to the Incentive Plan. 

On December 10, 2015 the Parent adopted the Alger Associates, Inc. Equity Plan (Equity Plan), as 
amended and restated. Under the terms of the Equity Plan, a portion of eligible participant's annual 
bonus compensation is converted into Alger Equity Units (Units). Such Units participate in any 
dividend declared by the Parent on a notional basis as well as future appreciation or depreciation of 
the book value of the Parent, as more fully described in the Equity Plan. Any award issued under the 
Equity Plan vests equally over four years. A portion of the value of the participant's awards may be 
paid after seven years (if so elected by the recipient of the award) subject to certain further allowable 
deferral elections. If such deferral option is not elected, the entire value of the award will be paid on 
the earlier of a "termination of employment" or a "change in control" as such terms are defined in 
the Equity Plan. During the year ended December 31, 2017, the Company recognized $9,144,018 in 
compensation expense relating to the Equity Plan. 

In April 2010, the Parent adopted a "Phantom Equity Grant Agreement" (Agreement), which granted 
phantom ownership of 5% of the combined fair market value of the Parent and its subsidiaries, as 
defined in the Agreement, to the Chief Executive Officer (the CEO) of the Parent. Under the terms of 
the Agreement, the CEO participates in any dividend declared or distribution made by the Parent on 
a notional basis as well as future appreciation or depreciation of the fair market value of the Parent, 
as more fully described in the Agreement. The phantom equity granted under this agreement is fully 
vested. The value of the phantom equity will be paid on the earlier of a "separation from service" or 
a "change in control" as such terms are defined in the Agreement. During year ended December 31, 
2017, the Company recognized $4,392,321 in compensation expense relating to this Agreement of 
which $2,892,002 was credited as capital to the Parent. 

The Plans are intended to qualify under Section 409A of the Internal Revenue Code, which allows, 
among other things, for the participant to defer tax recognition until such time as the award is 
distributed to the participant. · 

(14) Commitments and contingencies 

The Company and FAM lease office space under non-cancelable lease agreements expiring through 2022. 
Minimum annual rental payments approximate: 
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Year ending December 31: 
2018 
2019 
2020 
2021 
2022 

$ 3,140,735 
3,187,546 
3,359,364 
3,421,702 

86,395 

$ 13,195,742 

Office leases contain provisions for escalation based upon certain increases in costs incurred by the lessor. 

Rent expense for the year ended December 31, 2017 was $3,706,100. 

The Company is currently, and has been in the past, a party to various routine legal proceedings incident to 
the ordinary course of business. The Company believes that the outcome of all such pending legal 
proceedings in the aggregate is unlikely to have a material adverse effect on the business or consolidated 
financial condition of the Company. 

(15) Subsequent Events 

The Company has evaluated the need for disclosures and/or adjustments to the consolidated financial 
statements resulting from subsequent events through March 1, 2018, the date the consolidated financial 
statements were issued. As a result of this evaluation, the Company found no subsequent events that 
necessitated disclosures in and/or adjustments to the consolidated financial statements. 
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FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Schedule I 

Computation of Net Capital Under Rule 15c3-1 of the Securities Exchange Commission 
Year ended December 31, 2017 

Computation of net capital pursuant to Rule 15c3-l 

Total stockholder's equity from Consolidated Stement of Financial Condition 
Deductions and/or charges: 

Nonallowable assets: 
Investment in and receivables from subsidiary and affiliates 
Other nonallowable assets 

Total nonallowable assets 

Net capital before haircuts 
Haircuts on securities: 

Corporate bonds, mutual funds, money markets and exchange traded equity securities 

Net Capital 

Computation of alternative net capital requirement 
Capital requirement of consolidated broker-dealer subsidiary electing alternative method 

Total net capital requirement 

Excess Net Capital 

There are no material differences between the computation of net capital presented above 
and the computation of net capital recorded in the Company's December 31, 2017 unaudited 
amended FOCUS filing dated March 1, 2018 

See report of independent registered public accounting firm 
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$ 61,641,731 

32,851,333 
9,906,236 

42,757,569 

18,884,162 

684,292 

$ 18,199,870 
====== 

250,000 
250,000 

$ 17,949,870 
====== 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Schedule II 

Computation for Determination of Reserve Requirements and Information Relating to Possession or Control 
Requirements under Rule 15c3-3 of the Securities Exchange Commission 

Year Ended December 31, 2017 

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act of 1934, in 
that the Company's activities are limited to those set forth in the conditions for exemption appearing in 
paragraph (k)(2)(ii) of the Rule. 

See report of independent registered public accounting firm 
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Assets 

Cash 
Due from broker 

FRED ALGER & COMPANY INCORPORATED 
AND SUBSIDIARY 

Consolidating Statement of Financial Condition 
As of December 31, 2017 

FredAlger & Fred Alger 
Company, Management, 

Incorporated Inc. 

$ 17,799,088 3,657,398 
1,393,373 

Management and sub-advisory fees receivable 16,860,500 
Receivable from mutual funds 5,784,345 533,949 
Financial instruments owned, at fair value 17,626,447 13,020,570 
Investment in Subsidiary 17,702,523 
Due from affiliates 583,654 23,245,779 
Due from FAM 14,565,156 
Current taxes receivable 416,399 423,934 
Prepaid expenses and other assets 2,395,671 1,613,020 
Deposits with clearing organization 1,033,929 
Net deferred tax asset 512,961 922,551 
Property and equipment, net 903,885 3,219,161 

$ 79,324,058 64,890,235 

Liabilities and Equity 
Liabilities: 

Accrued expenses and other liabilities $ 17,682,327 28,875,565 
Financial instrument sold, not yet purchased, at fair value 1,386,160 
Due to broker 1,391,310 
DuetoFAC 14,565,156 
Due to affiliate 969,521 

Total liabilities 17,682,327 47,187,712 

Commitments 

Equity: 
Shareholder's equity: 

Series A cumulative preferred stock 137,000 
Voting common stock 11 3,000 
Nonvoting common stock 
Additional paid-in capital 99,214,685 20,232,626 

Retained earnings, beginning (42,401,213) (4,403,441) 
Dividend Paid (27,500,000) (22,500,000) 
Current year (Income )/Loss 32,357,314 24,370,338 
Retained earnings (37,543,899) (2,533,103) 
Treasury stock (166,066) 

Total stockholder's equity 61,641,731 17,702,523 

$ 79,324,058 64,890,235 
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Schedule III 

Consolidated 
Reclass & Balance as of 

Eliminations 12/31/17 

21,456,486 
1,393,373 

16,860,500 
6,318,294 

30,647,017 
(17,702,523) 

23,829,433 
(14,565,156) 

840,333 
4,008,691 
1,033,929 
1,435,512 
4,123,046 

(32,267,679) 111,946,614 

46,557,892 
1,386,160 
1,391,310 

(14,565,156) 
969,521 

(14,565,156) 50,304,883 

137,000 
(3,000) 11 

(20,232,626) 99,214,685 

4,403,441 (42,401,213) 
22,500,000 (27,500,000) 

(24,370,338) 32,357,314 
2,533,103 (37,543,899) 

(166,066) 
(17,702,523) 61,641,731 

(32,267,679) 111,946,614 



KPMG LLP 
345 Park Avenue 
New York, NY 10154-0102 

Report of Independent Registered Public Accounting Firm 

The Board of Directors 
Fred Alger & Company, Incorporated and Subsidiary: 

We have reviewed management's statements, included in the accompanying Rule 15c3-3 Exemption Report, 
(the Exemption Report), in which (1) Fred Alger & Company, Incorporated (the Company) identified the following 
provisions of 17 C.F.R. § 15c3-3 (k) under which the Company claimed an exemption from 17 C.F.R. § 
240.15c3-3 (k)(2)(ii) (the exemption provisions); and (2) the Company stated that it met the identified exemption 
provisions throughout the year ended December 31, 2017 without exception. The Company's management is 
responsible for compliance with the exemption provisions and its statements. 

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about the 
Company's compliance with the exemption provisions. A review is substantially less in scope than an 
examination, the objective of which is the expression of an opinion on management's statements. Accordingly, 
we do not express such an opinion. 

Based on our review, we are not aware of any material modifications that should be made to management's 
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set 
forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of 1934. 

New York, New York 
March 1, 2018 



FRED ALGER & COMPANY, INCORPORATED 
AND SUBSIDIARY 

Rule 15c3-3 Exemption Report 

Fred Alger & Company, Incorporated (the "Company") is a registered broker-dealer subject to Rule 17a-5 
promulgated by the Securities and Exchange Commission (17 C.F.R. § 240.17a-5, "Reports to be made by 
certain brokers and dealers"). This Exemption Report was prepared as required by 17 C.F.R. § 240.17a-
5(d)(l) and (4). To the best of its knowledge and belief, the Company states the following: 

(1) The Company claimed an exemption from 17 C.F.R. § 240.15c3-3 under the following provisions 
of 17 C.F.R. § 240.15c3-3 (k)(2)(ii). 

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15c3-3(k) throughout the 
most recent fiscal year without exemption. 

I, Robert Kincel, affirm to that, to my best knowledge and belief, this Exemption Report is true. 

Robert Kincel 
Chief Financial Officer 
Fred Alger & Company, Incorporated and Subsidiary 
March 1, 2018 
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