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OATH OR AFFIRMATION
I, James Alexander , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
J. Alexander Securities, Inc. , as
of April 30 .20 Q4 , 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 a customer, except as follows:

Signature

President

Mo L T

Notary Public : e -
MAQ!A AVALOS

This report ** contains (check all applicable boxes): } 4 A Commission # 127703
(a) Facing Page. e gaen Notary Public - Cohformo
(b) Statement of Financial Condition. AN, M CL:OS Angeles geou;géooll
(c) Statement of Income (Loss). — y omrn’ xpxres p

(d) Statement of Changes in KifchaX Sk}, Cash Flows” - -
(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
% (g) Computation of Net Capital.
X
&
a
a
a
O

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing 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 240.17a-5(¢)(3).
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HOVIK M. KHALOIAN

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR’S REPORT

Board of Directors
J. Alexander Securities, Inc.
Los Angeles, California

Members of the Board:

I have audited the accompanying statement of financial condition of J. Alexander
Securities, Inc. as of April 30, 2004 and the related statements of operations, changes
in stockholder’s equity (Deficiency), changes in liabilities subordinated to claims of
general creditors, and cash flows for the year then ended. These financial statements
are the responsibility of the Company's management. My responsibility is to express
an._opinion on these financial statements based on my audit.

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

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern. As discussed in note 9 to the financial statements, The
company incurred a net loss of $2,029,853 for the year ended April 30, 2004 and has
incurred substantial net losses for the two previous years. The Company is in violation
of Securities and Exchange Commission’s uniform net capital rule and is also involved
in proceedings and actions by National Association of Securities Dealers, Inc. These
factors, as more fully discussed in note 9, raise substantial doubt about the Company’s
ability to continue as a going concern. The financial statements do not include any
adjustments relating to the recoverability and classification of recorded assets, or
the amounts and classification of liabilities that might be necessary in the event the
Company cannot continue in existence.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of J. Alexander Securities, Inc. as of April
30, 2004, 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. '

520 N. CENTRAL AVE., SUITE. 650  GLENDALE, CALIFORNIA 91203
TELEPHONE (818) 244-7200 « FAX (818) 244-5175



Board of Directors

J. Alexander Securities, Inc.
Los Angeles, California

Page 2

As discussed in note 10 to the financial statements, subsequent to the issuance of the
Company’s financial statements for the year ended April 30, 2004 and my report thereon
dated June 26, 2004, management learned that the liabilities shown on the financial
statements were understated. Accordingly, the financial statements have been corrected
by restating them to include the previously omitted liabilities.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements, taken as a whole. The information contained in Schedules I, II and III is
presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Commission. Such information has been subjected to the
auditing procedures applied in the examination of the basic financial statements and,
in my opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

June 26, 2004, except as to Note 10, which is as of August 4, 2004.

Hovik M. KHALOIAN 2
CERTIFIED PUBLIC ACCOUNTANT




J. ALEXANDER SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
As of April 30, 2004

ASSETS

Cash and cash equivalents (Note 1)
Deposit with clearing organizations
Receivable from brokers, dealers and clearing organizations
Securities owned, at market (Notes 1 and 5)
Due from stockholder (Note 4)
Other assets (Note 1)
Property and equipment at cost, less
accumulated depreciation of $373,783 (Note 1)

TOTAL ASSETS
LIABILITIES AND STOCKHOLDER'S DEFICIENCY

Accounts payable and accrued expenses :
Payable to brokers, dealers and clearing organizations
Securities sold, but not yet purchased
at market value (Note 1)
Deferred Income Taxes (Note 3)
Loans payable (Note 10)
Notes payable (Note 7)
Line of credit (Notes 5 and 6)

Liabilities Subordinated to claims of
General Creditors (Note 8)

COMMITMENTS AND CONTINGENCIES (Note 9)

STOCKHOLDER'S DEFICIENCY
Common stock, no par value;
100,000 shares authorized,
12,000 shares issued and outstanding stated at
Additional paid-in capital
Accumulated Deficit

TOTAL STOCKHOLDER'S DEFICIENCY
TOTAL LIABILITIES AND STOCKHOLDER'S DEFICIENCY

The accompanying notes are an integral part
of these financial statements.

Hovik M. KHALOIAN
CERTIFIED PUBLIC ACCOUNTANT

$ 8,386
328,432
22,166
525,713
7,125

6,537

99,650

$_ 998,009

$ 568,707
441,774

36,740
23,900
195,000
28,454
100,000
1,394,575

30,000

185,000
4,682,182

(5,293,748)
(426,566)

$_ 998,009



J. ALEXANDER SECURITIES, INC.
STATEMENT OF OPERATIONS
For the Year Ended April 30, 2004

REVENUES
Commissions
Trading
Interest

EXPENSES
Commissions and brokerage costs
Employee compensation and benefits
Occupancy and equipment rental
Communications and quotation expenses
Taxes, other than income taxes
Other operating expenses (Note 6)

LOSS BEFORE INCOME TAXES

INCOME TAXES (Note 3)
Current
Deferred

NET LOSS

The accompanying notes are an integral part
of these financial statements.

Hovik M. KHALOIAN
CERTIFIED PUBLIC ACCOUNTANT

$ 587,918
857,907
402

1,446,227

789,832
799,843
52,383
623,529
8,062
1,202,531

_ 3,476,180

2,029,953)

800
(900)

(100
$(2,029,853)



J. ALEXANDER SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY (DEFICIENCY)
For the Year Ended April 30, 2004

Additional Retained
Common Stock Paid-in Earnings
Shares Amount Capital (Deficit) Total

Balance at
May 1, 20603 12,000 $ 185,000 $3,843,345 $(3,263,895) $ 764,450
Contribution of
additional capital . - 838,837 838,837
Net Loss - - - (2,029,853) _(2.029,853)
Balance at
April 30, 2004 12,000 $ 185,000 $4.682.182 $(5,293,748) $ (426,566)

The accompanying notes are an integral part
of these financial statements.

HoviK M. KHALOIAN
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J. ALEXANDER SECURITIES, INC.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
For the Year Ended April 30, 2004

Subordinated Liabilities at May 1, 2003

‘Increase (Decrease) in Liabilities Subordinated

to Claims of General Creditors

Subordinated Liabilities at April 30, 2004

The accompanying notes are an integral part
of these financial statements.

HoVIK M. KHALOIAN
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$ 100,000

(70,000)

$ 30,000




J. ALEXANDER SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended April 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers $ 1,763,455
Cash paid to suppliers and employees (2,872,968)
Interest received 402
Interest paid (8,891)
Income Taxes paid (800)
NET CASH (USED) BY OPERATING ACTIVITIES (1,118,802)

CASH FLOWS FROM INVESTING ACTIVITIES
Decrease in deposit with clearing organizations 406,454
Decrease in other assets 5,343
Purchase of property and equipment (4,451)
NET CASH PROVIDED FROM INVESTING ACTIVITIES 407,346

CASH FLOWS FROM FINANCING ACTIVITIES
Contribution of additional capital 788,837
Payments on notes payable (29,714)
Payments on line of credit (170,000)
NET CASH PROVIDED FROM FINANCING ACTIVITIES 589,123
NET (DECREASE) IN CASH AND CASH EQUIVALENTS (122,333)
CASH AND CASH EQUIVALENTS - Beginning of Year 130,719
 CASH AND CASH EQUIVALENTS - End of Year $ 8,386

The accompanying notes are an integral part
of these financial statements.

Hovik M. KHALOIAN 7
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J. ALEXANDER SECURITIES, INC.
STATEMENT OF CASH FLOWS (Continued)
For the Year Ended April 30, 2004

RECONCILIATION OF NET LOSS TO NET CASH
(USED) BY OPERATING ACTIVITIES
Net loss
Non-cash expenses included in net income:
Depreciation and amortization
Deferred income taxes
Changes in assets and liabilities:
Decrease in receivable from brokers, dealers
and clearing organizations
(Increase) in securities owned
Increase in accounts payable and
accrued expense
Increase in payable to brokers, dealers
and clearing organizations
(Decrease) in securities sold, but not yet purchased

NET CASH (USED) BY OPERATING ACTIVITIES

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES

Conversion of accounts payable and accrued
expenses to notes payable

Restatement of previously written-off
loans payable to employee

Financing of assessed sanctions
Payment of expenses by stockholder

Settlement of Tine of credit obligation

The accompanying notes are an integral part

of these financial statements.

HOVIK M. KHALOIAN
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$(2,029,853)
39,210

(900)
247,630

(65,867)
373,784

410,101
(92,907)

$(1.118,802)

"¢ 15,000

$ 70,000
$ 3,750
$ 50,000

$ 30,000



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General
The Company is a securities broker/dealer engaged in the sale of securities to
the general public. The Company maintains offices in southern California and in
Florida.

Securities

Securities owned and securities sold, but not yet purchased by the Company, are
valued at market with unrealized gains and losses recognized currently in results
of operations.

Income and Expense Recognition

Securities transactions and related revenue and expense are recorded on a
settlement date basis, generally the third business day following the transaction
date. :

Concentration of Credit Risk For Cash Held at Banks
The Company maintains cash balances at several banks. Accounts at each

Institution are insured by the Federal Deposit Insurance Corporation up to
$100,000.

Policy of Cash Equivalents:
The Company considers money market funds as cash equivalents.

Property and Equipment

The cost of property and equipment is depreciated over the estimated useful Tives
of the related assets. Depreciation is computed on the straight-line and
declining balance methods over the estimated useful lives of the assets, which

range from five to seven years. Depreciation expense for the year ended April 30,
2004 was $42,399.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Other Assets
Other assets consist of employee advances of $6,237 and deposits of $300.

HoviK M. KHALOIAN 9
CERTIFIED PUBLIC ACCOUNTANT




J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 2 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's uniform net
capital rule (Rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Since the Company is a market maker, as
defined, it is required under Rule 15c3-1(a)(4) to maintain minimum net capital,
as defined, equal to the greater of 6 2/3 percent of aggregate indebtedness or
a total amount of $2,500 for each security in which it makes a market and has a
market value of more than $5, and $1,000 for each security with a market value
of $5 or less. At April 30, 2004, the Company had negative net capital of
$591,826 which was $811,826 short of its required net capital of $220,000. The
aggregate indebtedness to net capital ratio requirement was also not met.

The Company is in violation Rule 15¢3-1 of Securities and Exchange Commission as
it has not met the basic net capital and aggregate indebtedness requirement as
of April 30, 2004.

NOTE 3 - INCOME TAXES

Deferred income taxes arise from temporary differences resulting from income and

expense items reported for financial accounting and tax purposes in different

periods. Deferred taxes are classified as current or noncurrent, depending on

the classification of the assets and 1iabilities to which they relate. Deferred

taxes arising from temporary differences that are not related to an asset or

Tiability are classified as current or noncurrent depending on the periods in
- which the temporary differences are expected to reverse.

The deferred tax assets and deferred tax Tiabilities comprised of the following
at April 30, 2004:

Deferred Tax assets:

Net operating loss carryforwards $2,722,000
2,722,000
Valuation allowance (2,722.000)
$
Deferred tax liabilities:
Depreciation $ 23,900
Hovik M. KHALOIAN 10
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J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 3 - INCOME TAXES (Continued)

At April 30, 2004, the Company has available net operating loss carryforwards,
which may provide future tax benefits, expiring as follows:

Unused Unused
Federal California
Year of Operating Loss Operating Loss
Expiration Carryforwards Carryforwards
2010 $ - $ 56,000
2011 - 3,179,000
2012 - 2,378,000
2013 » - 1,757,000
2021 1,324,000
2022 2,745,000
2023 2,019,000
$ 6,088,000 $ 7,370,000

NOTE 4 - DUE FROM STOCKHOLDER
Amounts due from stockholder do not bear interest and are payable on demand.
NOTE 5 - LINE OF CREDIT
The Company has a $100,000 unsecured Tine of credit agreement with a bank which
expires in May 2005. The agreement provides for the payment of interest at 3.125%

above the prime rate.

At April 30, 2004 the prime rate was 4.0% and the line of credit was fully used.

Hovik M. KHALOIAN 11
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J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 6 - SETTLEMENT OF LINE OF CREDIT OBLIGATION

During the year ended April 30, 2004, the company reached a settlement agreement
with a bank in connection with a $190,000 1ine of credit. The bank agreed to
accept $160,000 in full settlement of the company’s obligation, and accordingly
a gain of $30,000 has been included in operations during the year ended April 30,
2004,

NOTE 7 - NOTES PAYABLE

The Company has three unsecured notes payable to National Association of
Securities Dealers. Inc. (NASD) for sanctions assessed by NASD as follows:

7.75% note, payable in quarterly
installments of $4,400 including
interest and maturing in April 2005. ‘ $ 16,995

7.0% note, payable in monthly
installments of $672 including interest
and maturing in July 2005. 9,618

7.0% note, payable in monthly
installments of $500 including interest
and maturing in August 2004.

1,841

$ 28,454

Scheduled maturities of Tong-term debt for years ending April 30, are as follows:

2005 $ 26,469
2006 1,985

$ 28,454
Hovik M. KHALOIAN 12
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J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 8 - LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The Subordinated Liabilities consist of mostly non-interest bearing notes payable
to an employee of the Company and are as follows at April 30, 2004:

Due Date Amount

May 4, 2004 20,000
August 25, 2004 10,000
$ 30,000

The subordinated borrowings are covered by agreements approved by the National
Association of Securities Dealers, Inc. and are thus available in computing net
capital under the Securities and Exchange Commissions’s uniform net capital rule.
To the extent that such borrowings are required for the Company’s continued
compliance with minimum net capital requirements, they may not be paid (Note 2)

NOTE 9 - COMMITMENTS AND CONTINGENCIES

Leases Commitments

The Company leases its facilities under month to month operating lease
agreements.

Total rent expense amounted to $52,383 for the year ended April 30, 2004.

Litigations

The Company is a defendant in a lawsuit for alleged breach of contract. No amount
for the damages has been specified in the suit. The Company proposed a settlement
in the amount of $10,000 which was not accepted by the plaintiff. Although the
amount of damages, if any, can not be reasonably estimated, a provision for
Tiability in an amount greater than the proposed settlement has been made in the
accompanying financial statements. The amount of the ultimate loss to the
Company, if any, may exceed the amount of provision provided. The Company is
vigorously contesting the allegations.

The Company is a defendant in a complaint filed by one of its former employees
for alleged sexual harassment and gender discrimination, intentional infliction
of emotional distress, defamation and intentional interference with business
relations. No amount for the damages has been specified in the complaint.
Although the Company intends to vigorously contest claimants’ claims, the
ultimate outcome of the action cannot be presently determined and no provision
for 1iability has been made in the accompanying financial statements.

HOVIK M. KHALOIAN 13
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J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 9 - COMMITMENTS AND CONTINGENCIES (continued)

The Company is a defendant in a Tawsuit for alleged federal and state securities
violation. Although the Company is vigorously defending itself, the ultimate
outcome of the action cannot be presently determined and no provision for
Tiability has been made in the accompanying financial statements.

The Company is a defendant in a Tawsuit for alleged federal and state securities
violation. Although the Company is vigorously defending itself, the ultimate
outcome of the.action cannot be presently determined and no provision for
liability has been made in the accompanying financial statements.

NASD Proceedings and Actions

A disciplinary complaint was filed by NASDR against the Company for participating
in the sale of unregistered securities and other Federal Security statutes
violations, and against the Company and its principal officer for failure to
supervise and failure to device, maintain and. enforce adequate supervisory
procedures. A final hearing on this complaint was held in October and November
2002 and an adverse decision was thereafter rendered against the Company, its
principal officer and an employee of the Company. The most significant sanctions
were fines of $127,000 imposed against the Company and $90,000 against its
principal officer. In addition, a 90-day suspension was imposed on the Company’s
principal officer. The decision has been appealed and therefore the imposition
of sanctions is stayed pending the appeal. No provision for 1iabilities have been
made 1in the accompanying financial statements.

In another case, NASD filed a disciplinary complaint against the Company and its
principal officer and charged the Company and its principal officer with failing
to establish and maintain an adequate supervisory system. A final hearing on this
complaint was held in September 2002 and in May 2003 an adverse decision was
rendered against the Company and its principal officer. The most significant
sanctions were fines of $200,000 each imposed against the Company and its
principal officer. In addition, a two year suspension was imposed on the
Company’s principal officer. The decision has been appealed and therefore the
imposition of sanctions 1is stayed pending the appeal. No provision for
liabilities have been made in the accompanying financial statements.

Hovik M. KHALOIAN 14
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J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2004

NOTE 9 - COMMITMENTS AND CONTINGENCIES (continued)

Going Concern uncertainties

The accompanying financial statements have been prepared in conformity with
generally accepted accounting principles, which contemplates continuation of the
Company as a going concern. However, the Company has sustained substantial
operating losses in current year and the two previous years. In addition, as
discussed in note 2, the Company is in violation of the Securities and Exchange
Commission’s (SEC) uniform net capital rule (Rule 15¢3-1). Furthermore, the
Company 1is involved in proceedings and actions by National Association of
Securities Dealers, Inc. (NASD). Matters involving the SEC or NASD referred to
in the preceding paragraphs may have an impact upon the Company and/or its
principals greater that financial assessments. Such agencies have the power to
suspend or revoke the licenses of the principals and of the Company. Should any
of these events occur in conjunction with the actions brought by SEC or NASD and
the Company sustains substantial operating losses in its future operations, the
business or affairs of the Company could be severely impacted and the Company may
be unable to continue in existence.

NOTE 10 - CORRECTION OF FINANCIAL STATEMENTS

Subsequent to the issuance of the Company’s financial statements, management
learned that $ 441,774 payable to a clearing organization was not included as a
liability in the financial statements.

In addition, $ 195,000 of unsecured demand loans payable to current and former
employees related to amounts which the Company no longer believed it was
obligated to pay were not included as liabilities in the financial statements.
However, NASD has informed the management that although agreement was
subsequently reached that $ 140,000 of the loans would be forgiven, since the
agreement was not signed until after April 30, 2004 and $ 55,000 loans have not
been repaid, these amounts should be included as liabilities in the Company’s
financial statements.

The inclusion of these items in the revised financial statements has the effect
of increasing 1iabilities by $636,774 at April 30, 2004, and increasing net loss
for the year ended April 30, 2004 by that amount.

Hovik M. KHALOIAN 15
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SCHEDULE 1
J. ALEXANDER SECURITIES, INC.
COMPUTATION OF NET CAPITAL, AGGREGATE INDEBTEDNESS
AND BASIC NET CAPITAL REQUIREMENT
UNDER RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
As of April 30, 2004

NET CAPITAL

Total stockholder’s deficiency $ (426,566)
Add: Liabilities subordinated to claims of general
creditors allowable in computation of net capital 30,000
TOTAL CAPITAL AND ALLOWABLE SUBORDINATED LIABILITIES (396,566)
Deductions and/or charges
Non-allowable assets:
Due from stockholder $ 7,125
Other assets 6,537
Property and equipment 99,650 113,312
Net capital before haircuts on
securities positions (509,878)
Haircuts on securities (computed,
where applicable, pursuant to
Rule 15¢3-1(c)(2):
Trading and investment securities:
Common stocks - 78,857
Aged Fail to deliver contracts 3,091 81,948
NET CAPITAL $ (591,826)
AGGREGATE INDEBTEDNESS
Items included in statement of financial condition:
Accounts payable and accrued expenses $ 568,707
Payable to brokers, dealers and clearing organizations 441,774
Deferred income taxes 23,900
Loans payable 195,000
Notes payable 28,454
Line of credit 100,000
TOTAL AGGREGATE INDEBTEDNESS $ 1,357,835
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required, 6 2/3% of aggregate
indebtedness or minimum dollar requirement, if greater $ 220,000
Net capital deficiency $ 811,826
Ratio: Aggregate indebtedness to net capital Requirement not met
HOVIK M. KHALOIAN 16
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SCHEDULE II

J. ALEXANDER SECURITIES, INC.

RECONCILIATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

TO AMOUNTS AS REPORTED BY THE COMPANY IN PART IIA OF FORM X-17A-5
As of April 30, 2004

As reported in Company's
Part IIA (unaudited) FOCUS report
Decrease in non-allowable assets
Increase in haircuts on securities
Increase in accounts payable and
accrued expenses
Increase in payable to brokers,
dealers and clearing organizations
Increase in loans payable
Decrease in deferred Taxes
Decrease in notes payable
Net Audit adjustments

Per Schedule I

HOVIK M. KHALOIAN

Aggregate
Indebtedness

$ 518,509

239,134

441,774
195,000
- (900)
(35,682)

$1,357.835

CERTIFIED PUBLIC ACCOUNTANT

Net
Capital

$ 264,793
39,643
(17,294)

(239,134)

(441,774)

(195,000)
900

35,682
(39.642)

$(591,826)
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SCHEDULE III
J. ALEXANDER SECURITIES, INC.

EXEMPTION FROM DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 AND INFORMATION RELATING TO POSSESSION OR
CONTROL REQUIREMENTS UNDER RULE 15¢3-3
As of April 30, 2004

The Company is exempt from Rule 15c3-3 under the exemptive provisions of paragraph
(k)(2)(ii) of that rule and, therefore, has no reserve requirements since it clears all
transactions with and for customers on a fully disclosed basis with a clearing broker
or dealer.
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CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY
SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

Board of Directors
J. Alexander Securities, Inc.
Los Angeles, California

Members of the Board:

I have examined the financial statements of J. Alexander Securities, Inc. for the year
ended April 30, 2004, and have issued my report thereon dated June 26, 2004, except as
to note 10, which is as of August 4, 2004. As part of my examination, I made a study
and evaluation of the Company’s system of internal accounting control (which includes
the procedures of safeguarding securities) to the extent I considered necessary to
evaluate the system as required by generally accepted auditing standards. The purpose
of my study and evaluation, which included obtaining an understanding of the accounting
system, was to determine the nature, timing, and extent of the auditing procedures
necessary for expressing an opinion on the financial statements.

I also made a study of the practices and procedures (including tests of compliance with
such practices and procedures) followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a3(a)(11) and the
procedures for determining compliance with the exemptive provisions of Rule 15¢3-3 of
the Securities and Exchange Commission. The Comgany is exempt from the requirements
of Rule 15¢3-3 pursuant to Rule 15¢3-3(k)(2)(b) and was in compliance with the
conditions of the exemption and no facts came to my attention indicating that such

conditions had not been complied with during the period. I did not review the

practices and procedures followed by the Company (i) in making the quarterly securities
examinations, counts, verifications, and comparisons, and the recordation of
differences required by Rule 17a-13 or (ii) in complying with the requirements for
prompt payment for securities of Section 8 of Regulation T of the Board of Governors
of the Federal Reserve System, because the Company did not carry security accounts for
customers or perform custodial functions relating to customer funds or securities
during the year ended April 30, 2004.

The management of the Company is responsible for establishing and maintaining a system
of internal accounting control. n fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs
of control procedures. The objectives of a system 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 1oss from unauthorized use
or disposition, and that transactions are executed in accordance with management's
authorization and recorded properly to permit the preparation of financial statements
in accordance with generally accepted accounting principles.
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Board of Directors

J. Alexander Securities, Inc.
Los Angeles, California

Page 2

Because of inherent Timitations in any system of internal accounting control, errors
or irregularities may nevertheless occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that procedures may become
1nade§uate because of changes in conditions or that the degree of compliance with
procedures may deteriorate.

My study and evaluation made for the limited purpose described in the first paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly, I
do not express an opinion on the system of internal accounting control of J. Alexander
Securities, Inc. taken as a whole. However, my study and evaluation disclosed the
following conditions that I believe result in more than a relatively low risk that
errors or irregularities in amounts that would be material in relation to the financial
statements of J. Alexander Securities, Inc. may occur and not be detected within a
timely period. The Company’s procedures for appropriately assessing and applying
accounting principles and approval of accounting transactions were not adequate. The
company is 1n process of hiring a consulting firm to improve and strengthen its system
of internal accounting control. These conditions were considered in determining the
nature, timing and extent of the audit tests to be applied to my examination of the
financial statements at April 30, 2004 and this report does not affect my report on
these financial statements dated June 26, 2004, except as to note 10, which is as of
August 4, 2004.

I understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this reﬁort are considered by the Commission to be adequate
for its purposes in accordance with the Securities and Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives
in all material respects indicate a material inadequacy for such purposes. Based on
this understanding and on my study, as discussed in the fifth paragraph of this report
I believe that the Company's practices and procedures were not adequate at April 30,
2004, to meet the Commission’s objectives.

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

Exchange Commission and other regulatory agencies pursuant to their requirements and
should not be used for any other purpose.

Ny, S

June 26, 2004
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