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OATH OR AFFIRMATION

I. _ Thomas M. Nixon ' — - Swear (or affirm) that. to the best of

my knowledge and belicl the accompanying financial statement and supporting schedules pertaining to the firm of
Thomas M. Nixon and Associates, Inc. . . as

of July 31 L2011 » are true and correct, | further swear (or aftirm) that

ncither the company nor any partner. proprictor. principal ofticer or director has any proprietary interest in any account
classitied solely as that of a customer. except as follows:

7/22 ) 20,/ . 2o-1)
COMMONWEALTH OF PENNSYLVANIA -—%&%ﬁ%&\,ﬁ

NG Signat
TARTAL SEAL .

. Lee Douglass, Notary Public p resident
Lity of Pittsburgn, Allegheny County Title
Wy commissinn ax ~ieas Sentember 0, 2014

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b} Statcment of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders® Equity or Partners® or Sole Proprictors” Capital.

() 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 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¢3-1 and the
Computation tor Determination of the Reserve Requirements Under Exhibit A of Rule 135¢3-3.

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

() An Oath or Affirmation,

(m} A copy of the SIPC Supplemental Report.

OO/ 0 OO0Dao=Ecass

(o) Statement of cash flows
**For conditions of confidential treatment of certain portions of this filing. see section 240.17a-51¢)(3).

(m A reportdescribing any material inadequacies found to exist or found to hdve existed since the date of the previous audit.
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Independent Auditors’ Report

Stockholder
Thomas M. Nixon and Associates, Inc.

We have audited the accompanying statement of financial condition of Thomas M. Nixon and
Associates, Inc (the “Company”). as of July 31, 2011 and the related statements of operations,
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. 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 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. We believe that our audit provides a 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 M. Nixon and Associates, Inc. as of July 31, 2011 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 a whole. The supplementary information, as listed in the accompany table of contents, 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 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 financial statements taken
as a whole.

?Wﬂﬁewéua

Pittsburgh, Pennsylvania
September 29, 2011
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Thomas M. Nixon and Associates, Inc.

Statement of Operations
Year Ended July 31, 2011

Revenues
Commission income
Interest income

Operating Expenses
Selling
General and administrative

Net income before income taxes
Provision for Income Taxes

Current
Deferred

Net loss

See notes to financial statements

3

$ 306,399
6

306,405

174,649

159,161

333,810

(27,405)

1,776

(3,875)

(2,099)

$ (25,306)



Thomas M. Nixon & Associates, Inc.

Statement of Changes in Stockholder's Equity
Year Ended July 31, 2011

Retained Total
Common Paid-in Earnings Treasury Stockholder’s

Stock Capital (Deficit) Stock Equity
Balances at July 31, 2010 $ 601 $ 68366 $ (2,307 $ (16120 $ 65,048
Shareholder contributions - 30,000 - - 30,000
Net loss - - (25,3086) - (25,306)
Balances at July 31, 2011 $ 601 $ 08366 $ (27613) $ (1612) $ 69,742

See notes to financial statements
4



Thomas M. Nixon and Associates, Inc.

Statement of Cash Flows
Year Ended July 31, 2011

Cash Flows from Operating Activities
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation
Deferred income taxes
(Increase) decrease in cash due to changes in assets and liabilities
Commissions receivable
Accounts and commissions payable
Accrued corporate taxes
Accrued payroll taxes and other liabilities

Net cash used in operating activities

Cash Flows from Financing Activities
Contribution from shareholder

Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and Cash Equivalents, Beginning

Cash and Cash Equivalents, Ending

Supplemental Cash Flow Information
Cash payments for income taxes

Shareholder advance payable coverted to capital

See notes to financial statements
5

$ (25,306)

4,361
(3,875)

716
(291)
(2,689)

(4,508)

(31,592)

20,000

20,000

(11,592)

49,127

$ 37,535

$ 10,000



Thomas M. Nixon & Associates, Inc.

Notes to Financial Statements
July 31, 2011

1.

Nature of Operations

Thomas M. Nixon and Associates, Inc. (the Company) is incorporated under the laws of the
Commonwealth of Pennsylvania and acts as a 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, lllinois, 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 a member and is subject
to examination and supervision by the Financial Industry Regulator Authority (“FINRA”) and
the Securities and Exchange Commission (“SEC”).

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.

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.

Subsequent Events

The Company evaluated subsequent events for recognition and disclosure through
September 29, 2011, the date these consolidated financial statements were available to
be issued.

Property and Equipment

Equipment, furniture and fixtures and automobile are carried at cost. Depreciation is
principally calculated by the straight-line and accelerated methods 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, 2011 was $4,361.



Thomas M. Nixon & Associates, Inc.

Notes to Financial Statements
July 31, 2011

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, 2011.

‘o 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.

The Company is subject to federal income tax and state income taxes in Pennsylvania.
The Company is no longer subject to examination by federal or Pennsylvania taxing
authorities for years before July 31, 2007.

- The Company adopted Financial Accounting Standards Board (‘FASB”) authoritative
guidance on accounting for uncertainty in income taxes effective August 1, 2009. The
guidance prescribes a recognition threshold and measurement process for recording in
the financial statements uncertain tax positions taken or expected to be taken in a tax
return. Additionally, FASB provides authoritative guidance regarding uncertain tax
positions related to derecognition, classification of interest and penalties, accounting in
interim periods, disclosure and transition. The Company had no uncertain tax positions
as of July 31, 2011.




Thomas M. Nixon & Associates, Inc.

Notes to Financial Statements
July 31, 2011

3.

Income Taxes

The net deferred tax asset in the amount of $2,640 at July 31, 2011, was primarily due to
the use of the accrual basis for financial statement presentation and the cash basis for tax
purposes, accelerated methods of depreciation for tax purposes as well as net operating
losses for federal and state income tax purposes. The Company has approximately $32,000
of net operating loss carryovers for state purposes and approximately $19,500 of net
operating loss carryovers for federal purposes that can be used to offset future income. The
state and federal net operating loss carryforward expires in the year ending July 31, 2031.
Differences in the federal statutory and the Company’s effective income tax rate are
primarily attributable to lower tax brackets and state income taxes.

Transactions with Related Parties

The Company rents office space located at 4775 Wallingford Street, Pittsburgh,
Pennsylvania from the stockholder under a 5-year operating lease commencing August 1,
2008 which is ratified annually for an additional 5-year period. The rent for the five-year term
is $3,110 per month. Office rent expense for the year ended July 31, 2011 amounted to
$37,320.

Future minimum lease payments consist of the following for the remaining years ended
July 31:

2012 $ 37,320
2013 37,320
2014 37,320
2015 37,320
2016 37,320
Total $ 186,600

Concentrations

Approximately 98% of revenue was generated by selling investments in natural gas limited
partnerships of which 96% was from one customer. Cash deposits at banks did not exceed
federally insured limits as of July 31, 2011.

Employee Benefit Plan

The Company has a retirement plan under Internal Revenue Code Section 401(k). The Plan
accepts employee and employer contributions. Employer contributions can not exceed 25%
of eligible gross salaries. There were no employer contributions to the 401(k) plan for the
year ended July 31, 2011.



Thomas M. Nixon & Associates, Inc.

Notes to Financial Statements
July 31, 2011

7. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission 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 by Rule 15¢3-1, shall
not exceed a ratio of 15 to 1. As of July 31, 2011, the Company had net capital of $35,692
which was $30,692 more than the required minimum net capital of $5,000 for introducing
brokers. The ratio of aggregate indebtedness to net capital was .05 to 1 at July 31, 2011.

8. SEC Rule 15¢3-3 Customer Protection - ReseNes and Custody of Securities
Thomas M. Nixon and 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 15¢3-3 under exemption (k)(2)(i).

9. Statement of Changes in Liabilities Subordinated to Claims of General Creditors
The Company had no liabilities subordinated to the claims of general creditors for 2011;

consequently, the financial statements have not presented the Statement of Changes in
Liabilities Subordinated to Claims of General Creditors.



Thomas M. Nixon and Associates, Inc.

Computation of Aggregate Indebtness and Net Capital in Accordance with
Rule 15¢3-1 Under the Securities Exchange Act of 1934

Year Ended July 31, 2011

Computation of Aggregate Indebtedness

Accounts and commissions payable $ 998
Accrued payroll taxes and other liabilities 845
Aggregate indebtedness $ 1843

Computation of Net Capital

T Stockholder's equity $ 69,742
: Deductions:

Commissions receivable ’ 1,667

Prepaid expenses ‘ 87

Note receivable, employee 19,500

Property and equipment, net of accumulated depreciation 8,356

Deferred tax asset : 2,640

Membership deposit 1,800

Total deductions 34,050

Net capital $ 35692

Computation of Basic Net Capital Requirement
Minimum net capital requirement (greater of $5,000 or 8-2/3% of

aggregate indebtedness) $ 5,000
Net capital in excess of requirement $ 30,692
Net capital less greater of 10% of aggregate indebtedness or

120% of minimum net capital required $ 29,692
Ratio of aggregate indebtedness to net capital .05 to 1

Reconciliation with Company’s Computation
There is approximately $1,729 difference between this computation
of net capital and the corresponding computation prepared by
Thomas M. Nixon & Associates, Inc. and included in the unaudited
Part It Focus Report filing as of the same date. The difference is
primarily due to audit adjustments as of July 31:

Net capital per unaudited Part | Focus Report filed as of July 31, 2011 $ 37421
Allowable deduction adjustments:
Commissions receivable (538)
Deferred tax asset (2,640)
Property and equipment, net of accumulated depreciation 4,361
Audit adjustments:
Commission revenue 538
Income taxes 6,564
Depreciation expense (4,361)
Accounts and commissions payable (836)
Accrued payroll taxes and other liabilities (4,817)
Audited net capital $ 35,692

10



Thomas M. Nixon and Associates, Inc.

Selling Expenses
Year Ended July 31, 2011

Commissions $ 148,886
Automobile 1,735
Licenses, permits, and fees 11,370
Postage and delivery ’ 1,855
Quote service 1,852
: Telephone 2,367
Poun Travel and entertainment 6,584

$ 174,649

11



Thomas M. Nixon and Associates, Inc.

General and Administrative Expenses
Year Ended July 31, 2011

Officers' salaries $ 70,000
Depreciation 4,361
Dues and subscriptions 224
Professional fees 32,448
Sl - Miscellaneous 60
Office 8,226
Rent 37,320
Payroll taxes ' 6,061
Other corporate taxes _ 461

$ 159,161

12



ParenteBeard

Independent Auditors’ Report on Internal Control
: Required by SEC Rule 17a-5(g)(1)
L For a Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

Stockholder
Thomas M. Nixon and Associates, Inc.

In planning and performing our audit of the financial statements and supplementary schedules of
Thomas M. Nixon and Associates, Inc. (the “Company”) as of and for the year ended July 31, 2011, -
in accordance with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (“internal control”’) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on thé financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company’s
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (*SEC”), we have
made a 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 17a-5(g), in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive
provisions of Rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

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 SEC's 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
management's authorization and recorded properly to permit the preparation of financial statements
in accordance with generally accepted accounting principles. Rule 17a-5(g) 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.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention of those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the Company’s financial statements
will not be prevented or detected and corrected on a timely basis.

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 a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at July 31, 2011, to meet the SEC's
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 17a-5(g)

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.

?amﬂﬂewéua

Pittsburgh, Pennsylvania
September 29, 2011
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