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OATH OR AFFIRMATION

Donald 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

Don Alexander Investments Inc as

of December 31 20 12 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 customer except as follows

None

Sworn and subscribed to me on

the 1/4-F day of February 2013 4gfcature

PrØsident

1-Z/iv

Title

Notary Public
IAL SEAL
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Statement of Financial Condition

Statement of Income Loss
Cd Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

13 An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

To the Board of Directors

Don Alexander Investments Inc

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Don Alexander

Investments Inc as of December 31 2012 that you are filing pursuant to Rule 17a-5 under

the Securities Exchange Act of 1934 and the related notes to the statement of financial

condition

Managements Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of the statement of

financial condition in accordance with accounting principles generally accepted in the United

States of America this includes the design implementation and maintenance of internal

control relevant to the preparation and fair presentation of the statement of financial

condition that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition 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 statement of financial condition is free of

material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the statement of financial condition The procedures selected depend on the

auditors judgment including the assessment of the risks of material misstatement of the

statement of financial condition whether due to fraud or error In making those risk

assessments the auditor considers internal control relevant to the Companys preparation and

fair presentation of the statement of financial condition in order to design audit procedures

that are appropriate in the circumstances but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we express no such

opinion An audit also includes evaluating the appropriateness of accounting policies used

and the reasonableness of significant accounting estimates made by management as well as

evaluating the overall presentation of the statement of financial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion



Opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of Don Alexander Investments Inc as of December

31 2012 in accordance with accounting principles generally accepted in the United States of

America

Bradford
DocAssociates

Chicago Illinois

February 2013



DON ALEXANDER INVESTMENTS INC
STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER31 2012

ASSETS

Cashinbank 10178

Money market investment 180797

Securities owned at market value 120389

Receivable from broker/dealers 30547

Deposit with broker/dealer 40000

Other assets 1400

Totalassets 383.311

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 76645

Stockholders Equity

Common stock voting no par value

authorized 500 shares issued and

outstanding 50 shares 5000

Common stock non-voting no par value

authorized 1500 shares issued and

outstanding 10 shares 1000

Additional paid-in capital 21228

Retained earnings 279438

Total stockholders equity 306666

Total liabilities and stockholders equity 383311

The accompanying notes to the financial statements are an integral part of this statement



DON ALEXANDER INVESTMENTS iNC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2012

Nature of Business and Significant Accounting Policies

The Company was incorporated in Delaware on August 1984 The Company is registered

with the Securities and Exchange Conmiission and is member of the Financial Industry

Regulatory Authority Inc FINRA The Companys principal business activity is the sale of

securities Operations began approximately January 28 1985

The Company operates under the provisions of Paragraph k2ii of Rule 15c3-3 of the

Securities Exchange Act of 1934 and accordingly is exempt from the remaining provisions of

that rule Essentially the requirements of Paragraph k2ii provide that The Company clear

all transactions on behalf of customers on fully disclosed basis with clearing broker-dealer

and promptly transmit all customer funds and securities to the clearing broker-dealer The

clearing broker-dealer carries all of the accounts of the customers to the clearing broker-dealer

The clearing broker-dealer carries all of the accounts of the customers and maintains and

preserves all related books and records as are customarily kept by clearing broker-dealer

Significant accounting policies are as follows

The preparation of fmancial statements in conformity with generally accounting principles

requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities at the date of the financial statements as well as the reported amounts of

revenues and expenses during the reporting period Actual results could differ from these

estimates

Security transactions are recorded on trade date basis and are recorded at fair value

Fair value is defmed as the price that would be received to sell an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date in

determining fair value the Company may use various valuation approaches including market

income and/or cost approaches The fair value hierarchy requires an entity to maximize the

use of observable inputs and minimize the use of unobservable inputs when measuring fair

value Fair value is market-based measure considered from the perspective of market

participant As such even when market assumptions are not readily available the Companys

own assumptions reflect those that market participants would use in pricing the asset or

liability at the measurement date The fair value measurement accounting guidance describes

the following three levels used to classify fair value measurements

Level Quoted prices in active markets for identical assets or liabilities

Level Quoted prices in markets that are not active or for which all significant inputs are

observable either directly or indirectly

Level Unobservable inputs that are significant to the fair value of the assets or liabilities

The availability of observable inputs can vary and in certain cases the inputs used to measure

fair value may fall into different levels of the fair value hierarchy hi such cases the level

within the fair value hierarchy is based on the lowest level of input that is significant to the fair

value measurement The Companys assessment of the significance ofa particular input to



DON ALEXANDER INVESTMENTS INC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2012

Nature of Business and Significant Accounting Policies contd

fair value measurement requires judgment and consideration of factors specific to the asset or

liability

The Company classifies its investments as follows

Level Exchange Traded Equities 31224

Level Exchange Traded LP/MLPs 89165

Total 120.389

Property and equipment items are stated at cost and are depreciated over their estimated useful

lives using the accelerated and straight line depreciation methods

Maintenance and repairs axe charged to income as incurred Expenditures which materially

extend the original useful lives of assets are capitalized

The Companys policy is to include cash on hand and amounts due from banks in reporting

cash flows

Net Capital Refluirement

The Company is broker/dealer subject to the Securities and Exchange Commission Uniform

Net Capital Rule Rule 15c3-1 The Company is required to maintain adjusted net capital

equivalent to $5000 or 2/3% of aggregate indebtedness whichever is greater as these

terms are defmed

Adjusted net capital and aggregate indebtedness change from day to day but at December 31

2012 the Company had adjusted net capital and net capital requirements of $269839 and

$5110 respectively The net capital rule may effectively restrict the payment of cash

dividends

Lease Commitments and Contingencies

Rent expense for the year ended was $13577

The Company has entered into lease for its office premises The future minimum annual

rental payments required under operating leases that have an initial or remaining

noncancellable lease term as of December 31 2012 are as follows

Minimum Rent

2013 16229

2014 16639

2015 17049

2016 17459

2017 11856

Thereafter -0-

Total 79.232



DON ALEXANIER iNVESTMENTS INC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 312012

Lease Commitments and Contingencies contd

The Company may be obligated for additional amounts based upon increases in operating

costs and real estate taxes over the term of this lease

Corporation

Effective April 1985 the Company elected Corporation status for federal income tax

purposes Income taxes are therefore the responsibility of the individual shareholders of the

Company

401k/Profit Sharing Plan

The Company has 401k/profit sharing plan covering all full-time employees who have one

year of service and are age 21 or older Contributions to the profit sharing plan are determined

each year by the Board of Directors

Employer contributions to the profit sharing plan were $36562 for the year ended December

31 2012 The accrued contribution payable at December 31 2012 included with accounts

payable and accrued expense was $36562

Accounting For Uncertainty in Income Taxes

The company recognizes and measures its unrecognized tax benefits in accordance with

FASB ASC 740 Income Taxes Under that guidance the Company assesses the likelihood

based on their technical merit that tax positions will be sustained upon examination based on

the facts circumstances and information available at the end of each period The measurement

of unrecognized tax benefits is adjusted when new information is available or when an event

occurs that requires change

The Company believes that is has appropriate support for any tax positions taken and as such

does not have any uncertain tax positions that are material to the fmancial statements The

earliest year that the Company is subject to examination by tax authorities is the year ended

December 31 2009

Off-Balance-Sheet Risk

The Company does not clear its own securities transactions and it has established an account

with clearing broker for this purpose This can and often does result in concentration of

credit risk with the clearing firm Such risk however is mitigated by the clearing brokers

obligation to comply with rules and regulations of the SEC

The Companys customers securities transactions are introduced on fully disclosed basis

with its clearing broker-dealer The clearing broker-dealer carries all of the accounts of the

customers of the Company and are responsible for execution collection and payment of funds

and receipt and delivery of securities relative to customer transactions Off-balance-sheet risk

exists with respect to these transactions due to the possibility that customers may be unable to

fulfill their contractual commitments wherein the clearing broker-dealer may charge any



DON ALEXANDER INVESTMENTS INC
NOTES TO FINANCIAL STATEMENTS

FOR TIlE YEAR ENDED DECEMBER 31g 2012

Off-Balance-Sheet Risk contd

losses it incurs to the Company The Company seeks to minimize this risk through procedures

designed to monitor the creditworthiness of its customers and that customer transactions are

executed properly by the clearing broker-dealer

The Company has agreed to indemnify its clearing broker for losses that the clearing broker

may sustain from the customer accounts introduced by the Company The maximum potential

amount of future payments that the Company could be required to make under this

indemnification cannot be estimated However the Company believes that it is unlikely it will

have to make any significant payments under the agreement and has not recorded contingent

liability in the financial statements for the indemnification

Subseguent Events

In accordance with the provisions set forth in FASB ASC Topic 855 Subsequent Events

management has evaluated subsequent events through February 42013 the date the financial

statements were available for issuance Management has determined that there are no material

events that would require adjustment to or disclosure in the Companys financial statements
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To the Board of Directors

Don Alexander Investments Inc

In planning and performing our audit of the fmancial statements of Don Alexander

Investments Inc the Company as of and for the year ended December 31 2012 in

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

considered the Companys internal control over fmancial 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 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

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 recordation of differences required by Rule 7a- 13

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

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

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

this responsibility estimates and judgements 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 previously mentioned objectives Two of the objectives of

internal control 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 or disposition and that transactions are

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

preparation of fmancial statements in conformity with generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph



Because of inherent limitations in internal control and the practices and procedures referred to

above error 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

deficiency in internal control 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 sign flcant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the companys fmancial

statements will not be prevented or detected and corrected on timely basis

Our consideration of 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

defmed above However our study and evaluation disclosed that lack of segregation of

functions exists Although this condition may be considered to be material weakness in

internal control it is common condition in entities of this size This condition was

considered in detennining the nature timing and extent of the procedures to be performed in

our audit of the financial statements of Don Alexander Investments Inc for the year ended

December 31 2012 and this report does not affect our report thereon dated February 2013

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 as described in the second

paragraph of this report were adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors

management the SEC the Financial Industry Regulatory Authority Inc and other regulatory

agencies that rely on Rule 17a-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

Bradford
DooAissociates

Chicago Illinois

February 2013


