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ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT
866 UNITED NATIONE PLAZA
NEwW YORK, N.Y. 10017
(212) 731-6910
FAX (212) 731-6911

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors and
Stockholders of

BASIC INVESTORS, INC.

| have audited the accompanying statement of financial condition of Basic Investors, Inc. as of September
30, 2008 and the related statements of income, changes in stockholder's equity and cash flows for the year
then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company's management. My responsibility is to express
an opinion on these financial statements based on my audit.

| conducted the audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that | plan 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. | believe that my audit provides a reasonable basis
for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Basic Investors, Inc. as of September 30, 2608, and the results of its operations and its cash
fiows for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in the supplementary schedules listed in the accompanying index 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 Exchange Act of 1934. Such
information has been subjected to the auditing procedures applied in the audit 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.

December 23, 2008 M Q—Q‘\L_



BASIC INVESTORS, INC.

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2008

ASSETS
Current assets:

Cash

Receivable from broker-dealer:
Commissions $ 145,007
Good faith deposit 100,460
Mutual Fund Commissions 354
Other 151,773

Investment at market

Equipment {less depreciation of $203,307}

Security deposit

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accrued expenses

Liabilities subordinated to claims of general creditors
Total liabilities

Stockholders’ equity:
Common stock, no par value

Authorized 400 shares

Issued and outstanding 198 shares $ 1,000
Additional paid-in-capital 654,800
Retained eamings (296,104)
Less: Treasury stock : {137.806)

Total stockholders’ equity
Total liabilities and stockholders’ equity

See notes to financial statements.
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397,594
39,078
7,148
23,087

131,507
$ 639,907

ARNOLD G. GREENE
CERTIFIED PUBLIC ACCOUNTANT



BASIC INVESTORS, INC.
STATEMENT OF INCOME AND EXPENSE

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Revenues:
Commission income ’ $ 3,526,845
Trading profit (loss) 334,156
Mutual Fund income 120,341
Consulting 279,400
Error account loss { 16,221)
Underwriting income 427,869
Service charge income 542,801
Unsecured debits- (27,664)
Interest and dividends 83,170
Finders fee 79,200
Total revenue 5,349,897
Expenses:
Salaries of voting stockholders $ 252127
Other salaries 265,978
Clearing fees 94,786
Regulatory fees and expenses 103,484
Commissions 3,066,808
Interest on subordinated loans 12,800
Other interest 4,362
Quotes and information services 284,801
Rent 82,605
Legal and Professional fees 147,957
Insurance 124,713
Telephone 20,676
Other taxes 73,787
Client settlements 931,465
Other expenses 187,487
Total expenses 5,653,866
Income (loss) before federal income tax {303,969)
Less: Federal income tax -0-
Net income (Loss) ($303,969)

See notes to financial statements.
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BASIC INVESTORS, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Resources provided:

Decrease in prepaid taxes $ 20,000
Decrease in other assets 123,757
Decrease in investments 509,683
Decrease in due from broker-dealer 133,912
Depreciation 5,001

Total resources provided 792,353

Resources applied:

Net loss $303,969
Purchase of Treasury Stock 44,646
Decrease in accrued expense payable 436,728

Decrease in securities sold, not yet purchased 1,810

Total resources applied 787,153
Increase 5,200
Cash - October 1, 2007 36,293

Cash — September 30, 2008 $ 41,493

See notes to financial statements.
4

ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT



BASIC INVESTORS, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED SEPTEMBER 30, 2008

Stockholders equity, October 1, 2007 $ 570,505

Less: NetLoss (303,969)
Purchase of Treasury Stock { 44,646)

Stockhotders equity, September 30, 2008 $221,890

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED SEPTEMBER 30, 2008

Balance, October 1, 2007 $ 105,000
Increases | -0-
$.105,000

Balance, September 30, 2008

See notes to financial statements,
5
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BASIC INVESTORS, INC.
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008

1. ORGANIZATION :

Basic Investors, Inc. (the “Company”) is a corporation conducting business as a broker-
dealer registered with the Financial Industry Regulatory Authority (FINRA). Its clearing
broker, Penson Financial Services, Inc., pursuant to a clearance agreement performs the
clearing and depository operations for the Company’s customer accounts. All customer
transactions are cleared on a fully disclosed basis.

2. SIGNIFICANT ACCOUNTING POLICIES:

These financial statements have been prepared in conformity with generally accepted
accounting principles, which require the use of estimates by management.

Commission revenue and related expenses are recorded on a settlement-date basis. For
financial statement purposes, the difference between settlement-date basis and trade-date
basis is not material.

3. RECEIVABLE FROM CLEARING BROKER:

At September 30, 2008, the receivables from the clearing broker reflected on the
statement of financial condition represents amounts due from the clearing broker.

Exemption from Rule 15¢-3-3 is claimed under (K) (2) (b}.

All customer transactions are cleared through another broker-dealer, Penson Financial
Services on a fully disclosed basis.

4. NET CAPITAL REQUIREMENTS:

As a broker-dealer and member organization of the Financial Industry Regulatory
Authority (FINRA), the Company is subject to the Uniform Net Capital Rule 15¢3-1 of the
Securities and Exchange Commission, which requires that the Company maintain
minimum net capital of 6-2/3% of aggregate indebtedness, as defined, or $100,000,
whichever is greater. At September 30, 2008, the Company had net capital of $156,545,
as indicated on page 8 of this audited report. In October 2008, the Company filed Part lIA
of Form X-17a-5 (unaudited) and reported net capital of $159,793. The difference of
$3,248 is due to audit adjustments made during the audit.

6
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. THE FOLLOWING SUPPLEMENTARY INFORMTION IS SUBMITTED:

On October 27, 2008 the company submitted Form BDW, ceased doing business and
withdrew it's registration.

. INCOME TAXES:

The Company is organized as a Corporation and pays taxes based on the net income of
the Company.

. LEASE:

The Company negotiated a short-term lease extension with the landlord.

. LEGAL MATTERS:

The Company is involved in a number of arbitration's and is vigorously defending itself.

ARNOLD G. GREENE
CERTIFIED PUBLIC ACCOUNTANT



BASIC INVESTORS, INC.

COMPUTATION OF NET CAPITAL

SEPTEMBER 30, 2008
Common Stock $ 1,000
Additional paid-in-capital 654,800
Retained eamings , (296,104)
Less; Treasury Stock (137,806)
221,890
Add: Subordinated loans 105,000
326,890
Less: non-allowable assets (161,742)
Net capital before haircuts 165,148
Less: haircuts on securities $ 8,192
Undue concentration 411 {  8603)
Net capital 156,545
Greater of:
Minimum dollar net capital required $100.000
or
Minimum net capital required: {6.67% of aggregate
indebtedness $313,017) $ 20,868 100,000
Excess net capital 56,545
AGGREGATE INDEBTEDNESS
Accounts payable and accrued expenses, etc. 313,017
Percentage of aggregate indebtedness to net capital ___200%

See notes to financial statements.
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BASIC INVESTORS, INC.

RECONCILIATION OF NET CAPITAL WITH FOCUS REPORT

SEPTEMBER 30, 2008

Net capital per company's unaudited X-17A-5,

Part IIA Filing (Focus Report) $ 159,793

: Audit adjustments (3,248)

Net capital per audited report, September 30, 2008 $ 156,545
9
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ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT
868 UNITED NATIONS PLAZA
NEw YORK, N.Y. 10017

(212) 731-8910
FAX (212} 751-6911

ACCOUNTANT'S REPORT ON INTERNAL ACCQUNTING CONTROL
To the Board of Directors and Stockholders of
BASIC INVESTORS, INC.

| have examined the financial statements of Basic Investors, Inc., for the year ended September
30, 2008 and have issued my report thereon dated December 23, 2008. As part of the
examination, | made a study and evaluation of the system on internal accounting control to the
extent | considered necessary to evaluate the system required by the generally accepted auditing
standards and Rule 17A-5 of the Securities and Exchange Commission. This study and evaluation
included the accounting system, the procedures of safeguarding securities, and the practices and
procedures followed by the client (!) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17A-3 (a) (11), the broker is exempt from compliance with
Rule 15¢3-3, and was in compliance with the conditions of the exemption, and no facts came fo
my attention indicating that such conditions had not been complied with during the year (i} the
broker does not maintain customer accounts nor handle securities, and | have reviewed the
broker's practices for safeguarding securities that may be received by the broker for transmittal to
a clearing organization. Rule 17A-5 states that the scope of the study and evaluation should be
sufficient to provide reasonable assurance that any material weakness existing at the date of my
examination would be disclosed. Under generally accepted auditing standards and Rule 17A-5,
the purpose of such study and evaluation are to establish a basis for reliance thereon in
procedures necessary for expressing an opinion of the internal accounting contro!.

The objective of interna! accounting control is to provide reasonable, but not absolute, assurance
conceming the safeguarding of assets against loss from unauthorized use or disposition and
concerning the reliability of financial statements and maintaining accountability for assets. The
concept of reasonable assurance recognized that the cost of a system of internal accounting
control should not exceed the benefits derived and also recognizes that the evaluation of these
factors necessarily requires estimated and judgments by management. However, for the purposes
of this report under Rule 17A-5, the determination of weakness to be reported was made without
considering the practicability of corrective action by management within the framework of a
cost/benefit relationship.
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There are inherent limitations that should be recognized in considering the potential effectiveness
of any system of internal accounting control. In the performance of most control procedures,
errors can result from misunderstanding of instructions, mistakes of judgment, carelessness, or
other personal factors. Control procedures whose effectiveness depends on segregation of duties
can be circumvented intentionally by management either with respect to the execution and
recording of transactions or with respect to the estimates, projection or any evaluation of internal
accounting control to future periods is subject to the risk that the procedures may become
inadequate because of changes in conditions or that the degree of compliance with the procedures
may deteriorate.

My study and evaluation of the system of internal accounting control for the year ended September
30, 2008 which was made for the purposes set forth in the first paragraph above and would not
necessarily disclose all weaknesses in the system that my have existed during the period,
disclosed no weaknesses that | believe to be material.

V.

December 23, 2008

© END

ARNOLD G. GREENE
CERTIFIED PUBLIC ACCOUNTANT




