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Independent Auditors Report

To the Stockholder

Thomas Nixon Associates Inc

We have audited the accompanying statement of financial condition of Thomas Nixon

Associates Inc as of July 31 2009 and the related statements of income changes in stockholders equity

and cash flows for the year then ended that you are filing pursuant to Rule 7a-5 under The Securities

Exchange Act of 1934 These financial statements are the responsibility of the Companys management

Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the fmancial statements are free of material misstatement An audit includes

examining on 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 We believe that our audit

provides reasonable basis for our opinion

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

the financial position of Thomas Nixon Associates Inc as of July 31 2009 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

Our audit was made for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in the supplementary schedules is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by Rule 7a-5 of The Securities Exchange Act of 1934 or is presented to provide

additional details of expenses Such information has been subjected to the auditing procedures applied in

the audit of the basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic fmancial statements taken as whole

1/f

Beard Miller Company LLP

Pittsburgh Pennsylvania

September 24 2009



Thomas Nixon Associates Inc

Statement of Financial Condition

July 31 2009

2009

Assets

Current Assets

Cash and cash equivalents
$108891

Commissions receivable
1262

Prepaid expenses
2899

Deferred income taxes
8051

Total Current Assets 121103

Property and Equipment

Equipment
33061

Furniture and fixtures 33795

Automobile 14742

81598

Accumulated depreciation
66153

15445

Other Assets

Note receivable employee 19500

Membership deposit
1800

Total Other Assets 21300

Total Assets $157848

See notes to financial statements



2009

Liabilities and Stockholders Equity

Current Liabilities

Accounts payable
1825

Accrued payroll taxes and other liabilities 79222

Total Current Liabilities 81047

Stockholders Equity

Common stock par value $1 per share 1000 shares authorized

601 shares issued of which is held in treasury
601

Paid-in capital
68366

Retained earnings 9446

Treasury stock at cost 1612

Total Stockholders Equity 76801

Total Liabilities and Stockholders Equity $157848



Thomas Nixon Associates Inc

Statement of Income

Year Ended July 31 2009

2009

Revenues

Conmiission income $890964

Interest income 5614

896578

Operating Expenses

Selling
400481

General and administrative 480654

881135

Net Income before Income Taxes 15443

Provision for Income Taxes

Deferred tax benefit 2334

Net Income 17777

See notes to financial statements



Thomas Nixon Associates Inc

Statement of Changes in Stockholders Equity

Year Ended July 31 2009

Total

Common Paid-in Retained Treasury Stockholders

Stock Capital Earnings Stock Equity

Balance at July 31 2008 $601 $68366 $8331 $1612 $59024

Net income 17777 17777

Balance at July 31 2009 $601 $68366 9446 $1612 $76801

See notes to financial statements



Thomas illNixon Associates Inc

Statement of Cash Flows

Year Ended July 31 2009

2009

Cash Flows from Operating Activities

Net income 17777

Adjustments to reconcile net income to net cash

provided by in operating activities

Depreciation 4272

Deferred income taxes 2334

Increase decrease in cash due to changes in assets and

liabilities

Commissions receivable 2469

Prepaid expenses 2078

Accounts payable 3373

Accrued payroll taxes and other liabilities 4937

Net Cash Provided by Operating Activities 21670

Cash Flows Used in Financing Activities

Purchases of property and equipment 12557

Net Increase in Cash and Cash Equivalents 9113

Cash and Cash Equivalents at Beginning of Year 99778

Cash and Cash Equivalents at End of Year $108891

Supplementary Disclosures

Cash payments for interest 2451

See notes to financial statements



Thomas Nixon Associates Inc

Notes to Financial Statements

July 31 2009

Note Nature of Operations

Thomas Nixon Associates Inc the Company is incorporated under the laws of the

Commonwealth of Pennsylvania and acts as broker-dealer in connection with the offer and sale

of securities and engages in investment activities The Company primarily services customers

located in Western Pennsylvania The Company is registered in Arizona California Colorado

Connecticut Florida Georgia Illinois Indiana Kentucky Louisiana Maryland Massachusetts

Michigan Nebraska Nevada New Jersey New Mexico New York North Carolina Ohio

Pennsylvania South Carolina Texas Virginia and West Virginia The Company executes

investment transactions at the direction and on behalf of its customers The Company does not

carry security accounts for its customers or perform custodial functions related to customer

securities The Company is member and is subject to examination and supervision by the

Financial Industry Regulator Authority F1NRA and the Securities and Exchange Commission

Note Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management 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 financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those

estimates

summary of the significant accounting policies applied in the preparation of the

accompanying financial statements follows

Revenue and Cost Recognition

The Company uses the accrual method of accounting Revenue is primarily from

commissions from the sale of securities and is recognized as earned Selling and general

and administrative costs are charged to expense as incurred

Property and Equipment

Equipment furniture and fixtures and automobile are carried at cost Depreciation is

principally calculated by the straight-line method for financial reporting purposes based

on the estimated useful lives of the assets For income tax purposes depreciation is

computed using accelerated methods Depreciation expense for the year ended July 31

2009 was $4272



Thomas Nixon Associates Inc

Notes to Financial Statements

July 31 2009

Note Summary of Significant Accounting Policies Continued

Cash Equivalents

For purpose of the statements of cash flows the Company considers all highly liquid debt

instruments purchased with an original maturity of three months or less to be cash

equivalents There were no cash equivalents as of July 31 2009

Income Taxes

For income tax reporting purposes the Company uses the cash basis method of

accounting whereby income is recognized when received and expenses are recognized

when paid

Deferred income tax assets and liabilities are computed annually for differences between

the financial statement and tax basis of assets and liabilities that will result in taxable or

deductible amounts in the future based on enacted tax laws and rates applicable to the

periods in which the differences are expected to affect taxable income Valuation

allowances are established when necessary to reduce deferred tax assets to the amount

expected to be realized Income tax expense is the tax payable or refundable for the

period plus or minus the change during the period in deferred tax assets and liabilities

Note Income Taxes

The deferred tax asset in the amount of $8051 at July 31 2009 was primarily due to the use

of the accrual basis for financial statement presentation and the cash basis for tax purposes as well

as net operating losses for state income tax purposes The Company has approximately $40000

of net operating loss carryovers for state purposes that can be used to offset future income The

state net operating loss canyforward expires in the year ending July 31 2027

Note Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule Rule 5c3-1 which requires the maintenance of minimumnet capital and requires that the

ratio of aggregate indebtedness to net capital both as defmed shall not exceed 15 to As of

July 31 2009 the Company had net capital of $27844 which was $22438 more than the

required minimum net capital of $5406 The ratio of aggregate indebtedness to net capital was

2.91 to

Note Sec Rule 15c3-3 Customer Protection Reserves and Custody of Securities

Thomas Nixon Associates Inc does not carry securities accounts for customers or

perform custodial functions relating to customer securities Therefore the Company is claiming

an exemption to SEC Rule 5c3-3 under exemption k2i



Thomas Nixon Associates Inc

Notes to Financial Statements

July 31 2009

Note Concentrations

Approximately 67% of revenue was generated by selling investments in natural gas limited

partnerships Cash deposits at banks did not exceed federally insured limits as of July 31 2009

Note Transactions with Related Parties

The Company rents office space located at 4775 Wallingford Street Pittsburgh Pennsylvania

from the stockholder under 5-year operating lease commencing August 2008 The rent for

the five-year term amounted to $3110 per month Office rent expense for the year ended July 31

2009 amounted to $37320

Future minimum lease payments consist of the following for the remaining years ended

July 31

2010 37320

2011 37320

2012 37320

2013 37320

2014 and thereafter

$149280

Note 8- Employee Benefit Plan

The Company has retirement plan under Internal Revenue Code Section 40 1k The Plan

accepts employee and employer contributions Employer contributions can not exceed 25% of

eligible gross
salaries The employer contributions to the 401k plan for the year ended July 31

2009 were $46000

Note Statement of Changes in Liabilities Subordinated to Claims of General Creditors

The Company had no liabilities subordinated to the claims of general creditors for 2009

consequently the financial statements have not presented the Statement of Changes in Liabilities

Subordinated to Claims of General Creditors



Thomas Nixon Associates Inc

Computation of Aggregate Indebtedness and Net Capital in Accordance with

Rule 15c3-1 Under the Securities Exchange Act of 1934

Year Ended July 31 2009

2009

Aggregate Indebtedness

Accounts payable 1825

Accrued payroll taxes and other liabilities 79222

$81047

Net Capital

Stockholders equity $76801

Deductions

Commissions receivable non-allowable portion 1262

Prepaid expenses 2899

Note receivable employee 19500

Deferred income taxes 8051

Property and equipment net of accumulated depreciation 15445

Membership deposit 1800

Total Deductions 48957

$27844

Capital Requirement

Minimum net capital requirement greater of $5000 or 6-2/3% of

aggregate indebtedness 5406

Net capital in excess of requirement 22438

Net Capital as Above $27844

Ratio of Aggregate Indebtedness to Net Capital 2.91 to

There is approximately $18441 difference between this computation of net capital and the

corresponding computation prepared by Thomas Nixon Associates Inc and included in the

unaudited Part II Focus Report filing as of the same date The difference is primarily due to audit

adjustments as of July 31

2009

Net capital per unaudited Part II Focus Report filed as of July 31

2009 $46285

Deferred income taxes 10385

Cash 54168

Accounts receivable 1262

Accounts payable 1825
Accrued payroll taxes and other liabilities 70789

Stockholders equity 9128

Audited Net Capital $27844
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Thomas Nixon Associates Inc

Selling Expenses

Year Ended July 31 2009

2009

Commissions $356860

Selling
1728

Automobile 5104

Licenses permits and fees 10446

Postage and delivery
2457

Quote service
789

Telephone
6873

Travel and entertainment 16224

$400481
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Thomas Nixon Associates Inc

General and Administrative Expenses

Year Ended July 31 2009

2009

Officers salaries $260000

Retirement plan contribution 46000

Depreciation
4272

Dues and subscriptions
7064

Equipment rental 5341

Professional fees 74516

Miscellaneous 772

Office 13786

Interest expense 2451

Repairs and maintenance 5245

Rent 37320

Supplies 2562

Payroll taxes 11878

Other corporate taxes 9447

$480654
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Independent Auditors Report on

Internal Control Structure Required by Rule 17a-5

of the Securities and Exchange Commission

To the Stockholder

Thomas Nixon Associates Inc

In planning and performing our audit of the financial statements and supplementary schedules of

Thomas Nixon Associates Inc the Company as of and for the year ended July 31 2009 in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule l7a-5g1 of the Securities Exchange Commission SEC we have

made study of the practices and procedures followed by the Company including tests of compliance

with such practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g

in making the periodic computations of aggregate indebtedness or aggregate debits and net capital under

Rule 7a-3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3

Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the Company

in any of the following

Making quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by rule 7a-1

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by rule 5c3-3

The management of the Company is responsible for establishing and maintaining an internal

control structure and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected benefits and

related costs of controls and of the practices and procedures referred to in the preceding paragraph and to

assess whether those practices and procedures can be expected to achieve the SECs above-mentioned

objectives Two of the objectives of an internal control structure and the practices and procedures are to

provide management with reasonable but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use of disposition and that transactions are

executed in accordance with managements authorization and recorded properly to permit the preparation

of fmancial statements in accordance with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices
and procedures listed in the preceding paragraph

13



Because of inherent limitations in any internal control structure or the practices and procedures

referred to above errors or fraud may occur and not be detected Also projection of any evaluation of

them to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report
financial data reliably in accordance with generally accepted accounting principles such that there

is more than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements will not

be prevented or detected by the entitys internal control

Our consideration of the internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance

with the Securities Exchange Act of 1934 and related regulations and that practices and procedures that

do not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures were adequate at July 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC the National

Association of Securities Dealers Inc and other regulatory agencies that rely on Rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended

to be and should not be used by anyone other than these specified parties

LLP

Beard Miller Company LLP

Pittsburgh Pennsylvania

September 24 2009
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