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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: KA Associates, Inc. .
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ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
John Daley (310) 284-6409
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.
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9171 Wilshire Boulevard, Suite 500 Beverly Hills California 90210
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must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

Potential persons who are to respond to the collection of
information contained in this form are not required to respond

SEC 1410 (06-02) unless the form displays a currently valid OMB control number.r \QJQ%




OATH OR AFFIRMATION

I, John Daley , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

KA Associates, Inc. ,as of

June 30, 20 06 , 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
a customer, except as follows:
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Chief Financial Officer
Title

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

(a) Facing page.
(b) Statement of Financial Condition.
(<) Statemellxt of Income (Loss).

(d) Statement of Changes in Financial Condition.

(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.

G) A Reconbiliation, 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 con-

solidation.
(D An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
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(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

. Board of Directors
KA Associates, Inc.

We have audited the accompanying statement of financial condition of KA Associates, Inc. as of June 30, 2006,
that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement is
the responsibility of the Company's management. Our responsibility is to express an opinion on this financial
statement 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 includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures in the statement of financial condition, assessing the
accounting principies used and significant estimates made by management, as well as evaluating the overall
statement of financial condition presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial

position of KA Associates, Inc. as of June 30, 2008, in conformity with accounting principles generally accepted in
the United States of America.

_ ) 5 M 3 L.
Beverly Hills, California
August 3, 2006

Affilated Offices Worldwide £ 1
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STATEMENT OF FINANCIAL CONDITION

June 30, 2006

ASSETS

Cash and cash equivalents
Commissions receivable
Securities, at fair value

Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities
Due to affiliate
Accrued expenses
Due to broker

Total liabilities
Contingencies
Stockholders' equity
Common stock, no par value; authorized,
issued and outstanding 10,000 shares
Additional paid-in capital

Retained earnings

Total stockholders' equity

See accompanying notes to financial statement.

$

1,188,638
84,232
35,880

13,858

$

1,322,608

132,038
12,754
4,557

149,349

219,285
27,725
926,249

1,173,259

$

1,322,608




KA ASSOCIATES, INC.

NANCIAL STATEMENT

1. Nature of operations and summary of significant accounting policies

Nature of Operations

KA Associates, Inc. (the Company), a Nevada corporation, is a registered broker-dealer under the Securities
Exchange Act of 1934 and is a member of the National Association of Securities Dealers, Inc. (NASD). The
Company clears its securities transactions on a fully disclosed basis with a clearing broker and, accordingly, is
exempt from Rule 15¢3-3 of the Securities Exchange Commission under paragraph (k)(2)(ii) of the Rule.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash in bank and brokerage accounts.
Securities Transactions and Valuation of Investments

Investment transactions are accounted for on a trade-date basis. Dividends are recorded on the ex-dividend date
and interest is recognized on the accrual basis.. Realized gains and losses from securities transactions are
reported on the basis of identified cost.

Income Taxes

The Company has elected S Corporation status for federal and state tax purposés whereby taxable income is
reported by the Company’s stockholders. The Company is subject to California state franchise tax at the rate of
1.5% of taxable income.

Use of Estimates

The preparation of the financial statement in conformity with accounting principles generally accepted in the United
States of America 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 statement and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

2. Concentrations of credit risk

The Company is engaged in various brokerage activities in which counterparties primarily include broker-dealers,
banks, and other financial institutions. In the event counterparties do not fulfill their obligations, the Company may
be exposed to risk. The risk of default depends on the creditworthiness of the counterparties. It is the Company’s
policy to review, as necessary, the credit standing of each counterparty.

3. Contingencies

The Company has entered into an agreement with a clearing broker which requires that certain minimum balances
be maintzined while the Company’s customer accounts are being introduced to and cleared by the broker on a
fully disclosed basis. In connection with this agreement, the Company is contingently liable for nonperformance of
its customers. It is the Company’s policy to continuously monitor its exposure to this risk.
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FINANCIAL STATEMENT

4. Related-party transactions

Certain costs of personnel, office facilities and equipment, and other general operating services necessary for the
conduct of the Company’s operations, are borne by an affiliated company. As compensation for these services,
the Company pays monthly management fees. Management fees for the year ended June 30, 2006 were
$239,928. At June 30, 2006, the Company owed $132,038 to the affiliate.

For the year ended June 30, 2006, approximately 94 percent of the Company’s commission revenues were from
introducing trades of affiliated entities.

5. Regulatory requirements

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 maintenance of the ratio of aggregate indebtedness
to net capital, both as defined, not to exceed 15 to 1, and compliance with restrictions on withdrawal of equity
capital if the resulting net capital ratio would exceed 10 to 1. At June 30, 2006, the Company had net capital of
$1,123,521 which was $873,521 in excess of its required minimum net capital of $250,000. The Company’s net
capital ratio was 0.13 to 1.



