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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. _ , , &s
*of APRIL 30, : ,20.03 _ are true and correct. I 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:

]
iU/~

Signature

PRESTDENT

C It e

Noffry Public

-

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

X} (&) Facing Page.

(b) Statement of Financial Condition,

(c) Statement of Income (Loss).

(d) Statement of §Xxmmxes MKBiDIMACORNKRN. CASH FLOW

(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) 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¢3-3 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. i

() 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.

My Comm. Expires Feb 4, 2004

-
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(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, 2003 and the related statements of operations, changes
in stockholder’'s equity, 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 generally accepted auditing standards. Those
standards require that I 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. 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 $2,758,227 for the year ended April 30, 2003 and has
incurred substantial net losses for the previous year. The Company 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 1iabilities 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, 2003, and the results of its operations and its cash flows for the year then ended
in conformity with generally accepted accounting principles.

520 N. CENTRAL AVE,, SUITE. 650 « GLENDALE, CALIFORNIA 21203
TELEPHONE (818) 244-7200 « FAX (818) 244-5175



Board of Directors

J. Alexander Securities, Inc.
Los Angeles, California

Page 2

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.

July 26, 2003

Hovik M. KHALOIAN ’ 2

CERTIFIED PUBLIC ACCOUNTANT
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J. ALEXANDER SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
As of April 30, 2003

ASSETS

Cash and cash equivalents (Note 1) $ 130,719
Deposit with clearing organizations . 734,886
Receivable from brokers, dealers and clearing organizations 269,796
Securities owned, at market (Notes 1 and 5) - 459,846
Due from stockholder (Note 4) . 7,125
Other assets (Note 1) 11,880

Property and equipment at cost, less
accumulated depreciation of $334,573 (Note 1) 134,409
TOTAL ASSETS $ 1,748,661

LIABILITIES AND STOCKHOLDER'S EQUITY

Accounts payable and accrued expenses $ 303,673
Payable to brokers, dealers and clearing organizations 31,673

Securities sold, but not yet purchased
at market value (Note 1) 129,647
Deferred Income Taxes (Note 3) 24,800
Loans payable (Note 6) 55,000
Notes payable (Note 7) 39,418
Lines of credit (Note 5) 300,000
884.211

Liabilities Subordinated to claims of
General Creditors (Note 8) 100,000

COMMITMENTS AND CONTINGENCIES (Note 9)

STOCKHOLDER'S EQUITY
Common stock, no par value;
100,000 shares authorized, '
12,000 shares issued and outstand1ng stated at 185,000

Additional paid-in capital 3,843,345
Accumulated Deficit ‘ (3.263,895)
TOTAL STOCKHOLDER’S EQUITY ' 764,450

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 1,748,661

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

HOVIK M. KHALOIAN 3
CERTIFIED PUBLIC ACCOUNTANT




J. ALEXANDER SECURITIES, INC.
STATEMENT OF OPERATIONS
For the Year Ended April 30, 2003

REVENUES
Commissions ' $ 393,292
Trading (724,264)
Interest 4
(330,968)
EXPENSES
Commissions and brokerage costs ' 415,501
Employee compensation and benefits 632,515
Occupancy and equipment rental 93,807
Communications and quotation expenses 522,285
Taxes, other than income taxes _ 14,091
Other operating expenses ' 745,160
2,423,359
LOSS BEFORE INCOME TAXES ‘ (2.754,327)
INCOME TAXES (Note 3)
Current 800
Deferred . 3,100
3,900
NET LOSS $(2.758,227)
The accompanying notes are an integral part
of these financial statements.
Hovik M. KHALOIAN 4

CERTIFIED PUBLIC ACCOUNTANT




Balance at
May 1, 2002

Contribution of
additional capital
Net Loss

Balance at
April 30, 2003

J. ALEXANDER SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
For the Year Ended April 30, 2003

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

HoVIK M. KHALOIAN

Additional Retained
Common Stock Paid-in Earnings
Shares  __ Amount Capital (Deficit) Total
12,000 $ 185,000 $2,798,500 $ (505,668) $2,477,832
1,044,845 1,044,845
(2,758,227) (2.,758,227)
12,000 $ 185,000 $3,843 345 $(3,263,895) §_764.450




J. ALEXANDER SECURITIES, INC.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS o
For the Year Ended April 30, 2003

Subordinated Liabilities at May 1, 2002 $ 175,000
Increase (Decrease) in Liabilities Subordinated ’ :

' to Claims of General Creditors (75.000)
Subordinated Liabilities at April 30, 2003 P $ 100,000

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

Hovik M. KHALOIAN 6
CERTIFIED PUBLIC ACCOUNTANT




J. ALEXANDER SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended April 30, 2003

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers (net of trading losses)
Cash paid to suppliers and employees .
Interest received
Interest paid
Income Tax refunds received
Income Taxes paid

NET CASH (USED) BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in deposit with clearing organizations
Decrease in other assets
Purchase of property and equipment
NET CASH PROVIDED FROM INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Contribution of additional capital
Payments on notes payable
NET CASH PROVIDED FROM FINANCING ACTIVITIES
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - End of Year

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

HoOVIK M. KHALOIAN

' (153,572)

(1,648,105)
4

(25,825)
859,700

(800)

(968,598)

(161,979)

189,620
(20.064)

7.577

1,044,845
(28,082)

1,016,763
55,742

74.977

$ 130,719




J. ALEXANDER SECURITIES, INC.
STATEMENT OF CASH FLOWS (Continued)
For the Year Ended April 30, 2003

RECONCILIATION OF NET LOSS TO NET CASH
(USED) BY OPERATING ACTIVITIES
Net Toss
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
Decrease in securities owned
Decrease in prepaid income taxes
(Decrease) in accounts payable and
accrued expense
(Decrease) 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 liabilities subordinated to
claims of general creditors to loans payable

Conversion of accounts payable and accrued
expenses to notes payable

Write-off of loans payable to former employee

Payment of expenses by stockholder

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

Hovik M. KHALOIAN
CERTIFIED PUBLIC ACCOUNTANT

$(2.,758.227)
42,399
3.100

247,400

1,166,849

859,700
(167,600)

(19,864)
__(342.355)

$_(968.598)

$ 75,000

$ 15000
$__ 70.000
$ 15,000




J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

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 1ives
of the related assets. Depreciation is computed on the straight-line and
declining balance methods over the estimated useful Tives of the assets, which
range from five to seven years. Depreciation expense for the year ended April 30,
2003 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 $10,688 and deposits of $1,192.




J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

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, 2003, the Company had net capital of $625,669 which
was $258,669 in excess of its required net capital of $367,000. The Company's
aggregate indebtedness to net capital ratio was 1.2 to 1.

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
liability 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 liabilities comprised of the following
at April 30, 2003:

Deferred Tax assets:

Net operating loss carryforwards ‘ $1,888,000
1,888,000

Valuation allowance (1.888.000)
$ -

Deferred tax liabilities: ,
Depreciation . § 24,800



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

NOTE 3 - INCOME TAXES (Continued)

At April 30 2003, the Company has available net operating loss carryforwards
which may prov1de 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 - 2,472,000
2021 1,324,000
2022 2,745,000
$ 4,069,000 $ 5,707,000

NOTE 4 - DUE FROM STOCKHOLDER

NOTE 5 -

Amounts due from stockholder do not bear interest and are payable.on demand.
LINES OF CREDIT

The Company has a $100,000 unsecured line of credit agreement with a bank which
expires in May 2004. The agreement provides for the payment of interest at 3.125%
above the prime rate.

The Company has a $200,000 line of credit agreement with another bank which
provides for the payment of interest at 1.0% above the prime rate and is due on
demand. The borrowings are collateralized by various securities owned by the
Company.

At April 30, 2003 the pfime rate was 4.25% and lines of credit were fully used.

TI~v7t” N A T 1LIAT M™T AN 11



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003
NOTE 6 - LOANS PAYABLE
Loans payab]eAdo not bear interest, are unsecured and due on demand.

NOTE 7 - NOTES PAYABLE

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

7.75% note, payable in qharter]y

installments of $4,400 including

interest and maturing in April 2005. $° 32,518
7.75% note, payable in monthly

installments of $598 including interest
and maturing in April 2004. : 6.900

$ 39,418

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

2004 $ 22,424
2005 16.994
$  39.418

NOTE 8 - LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The Subordinated Liabilities consist of mostly non-interest bearing notes payable
to an employee and a former employee of the Company and comprised of the
following at April 30, 2003:

Due Date Amount
March 15, 2004 $ -~ 50,000
May 4, 2004 20,000
August 25, 2004 10,000
February 2, 2004 - 20,000

$ 100,000



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

NOTE 8 - LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS (Continued)

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 1its facilities under month to month operating lease
agreements.

Total rent expense amounted to $93,807 for the year ended April 30, 2003.

Litigations

The Company is a defendant in a lawsuit for alleged federal and state securities
violation. The suit asks for total damages approximating $3,500,000. Although
the Company is vigorously defending itself, the ultimate outcome of the action
cannot be presently determined and no provision for 1iability has been made in
the accompanying financial statements.

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.

The Company is a defendant in a lawsuit 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 prov1s1on for
liability has been made in the accompanying financial statements.

The Company is a defendant in a lawsuit 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 prov1s1on for
liability has been made in the accompanying financial statements '



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

NOTE 9 - COMMITMENTS AND CONTINGENCIES (continued)

Contingencies

A Dispute has arisen between the Company’s clearing organization and the
Depository Trust of Clearing Corporation (DTC) in connection with confiscation
of certain stock certificates by a transfer agent. The Company’s clearing

organization has suffered losses of $1,000,000 as a result of the actions.
involved and is seeking to recover its losses either from DTC or  from the

Company. Although the Company is denying any responsibility, the ultimate outcome
of the action cannot be presently determined and no provision for 11ab111ty has
been made in the accompanying financial statements.

- NASD Proceedings and Actions

A disciplinary complaint was filed by NASDR against the Company for part1c1pat1ng
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
2003. No decision has yet been rendered by NASD which can result in possible
fines of $150,000 and other non-financial sanctions against the Company and its
principal officer. No provision for 1liabilities have been made in 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 2003 and 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 is stayed pending the appeal. No provision for liabilities have been
made in the accompanying financial statements. :



J. ALEXANDER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2003

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 previous year. In addition, the Company
is involved 1in proceedings and actions by National Association of Securities
Dealers, Inc. (NASD), matters involving NASD referred to in the preceding
paragraphs may have an impact upon the Company and/or its principals greater that
financial assessments. NASD has the power to suspend or revoke the 1icenses of
the principals and of the Company. Should any of these events occur in
conjunction with the actions brought by NASD and the Company sustains substantial
operating losses in its future operations, the business or affairs of the Company
could be severely 1impacted and the Company may be unable to continue in
existence.




SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17a-5 OF
THE SECURITIES EXCHANGE ACT OF 1934



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, 2003

NET CAPITAL

Total stockholder’s equity | | $ 764,450

Add: Liabilities subordinated to claims of general
creditors allowable in computation of net capital 100,000
TOTAL CAPITAL AND ALLOWABLE SUBORDINATED LIABILITIES ' 864,450

Deductions and/or charges
Non-allowable assets:

Due from stockholder $ 7,125
Other assets 11,880
Property and equipment 134,409 153,414

Net capital before haircuts on
securities positions 711,036

Haircuts on securities (computed,
where applicable, pursuant to
Rule 15¢3-1(c)(2):
Trading and investment securities:

Common stocks 71,180
Aged Fail to deliver contracts 14 187 - 85.367
NET CAPITAL $ 625,669

AGGREGATE INDEBTEDNESS
Items included 1in statement of financial condition:

Accounts payable and accrued expenses $ 303,673
Payable to brokers, dealers and clearing organizations 31,673
Deferred income taxes 24,800
Loans payable 55,000
Notes payable 39,418
Lines of credit 300,000

TOTAL AGGREGATE INDEBTEDNESS $ 754,564

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required, 6 2/3% of aggregate

indebtedness or minimum dollar requirement, if greater %8 367,000
Excess net capital § 258,669
Ratio: Aggregate indebtedness to net capital , 1.2 to 1



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, 2003

Aggregate Net
Indebtedness _Capital
As reported in Company's
Part ITA (unaudited) FOCUS report $ 555,288 $ 867,765
Decrease in non-allowable assets - N 43,944
Decrease in haircuts on securities - 1,519
Increase in accounts payabie and
accrued expenses 206,860 (206,860)
Increase in deferred Taxes . 3,100 (3,100)
Decrease in notes payable (10,684) 10,684
Net Audit adjustments - (88,283)
Per Schedule I $ 754,564 $ 625,669



SCHEDULE I11
J. ALEXANDER SECURITIES, INC.

EXEMPTION FROM DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 AND INFORMATION RELATING TO POSSESSION OR
CONTROL REQUIREMENTS UNDER RULE 15c3-3
As of April 30, 2003

The Company is exembt from Rule 15¢3-3 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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HOVIK M. KHALOIAN

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:

In planning and performing my audit of the financial statements of J. Alexander
Securities, Inc. for the year ended April 30, 2003, I considered its internal control
structure, including procedures for safeguarding securities, in order to determine my
auditing procedures for the purpose of expressing an opinion on the financial
statements and not to provide assurance on the internal control structure.

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 15c3-3(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, 2003.

The management of the Company is responsible for establishing and maintaining a system
of internal accounting control. n fulfilling this responsibility, estimates and
Jjudgments 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 loss from unauthorized use
or disposition, and that transactions are executed in accordance with- management's
authorization and recorded_Proper1y to permit the preparation of financial statements
in accordance with generally accepted accounting principles.
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Because of inherent limitations 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
inadequate because of changes in conditions or that the degree of compliance with
procedures may deteriorate.

My consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure that might be material weaknesses under
standards established by the American Institute of Certified Public -Accountants. A
material weakness is a condition in which the design or operation of the specific
internal control structure elements does not reduce to a relatively low level the risk
that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. However, I
noted no matters involving the internal control structure, .including procedures for
safeguarding securities, that I consider to be material weaknesses as defined above.

I understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report 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, I believe that the Company's practices and
procedures were adequate at April 30, 2003, 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.
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