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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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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 ,asof

June 30 , 2009 | are true and correct. 1 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:

/ Signature

Title

o
e

Notary®ublic
TRACY OLIVIA COTTON
@ Commission # 1741143 i
i i ; . e 481} Notary Public - California
This report** contains (check all applicable boxes): ; Los Angeles County =
(a) Facing page. 23,2011

(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(2) 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.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 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.
(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(0) Independent auditor's report on internal accounting control.

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.
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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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Certified Rothstein, Kass & Company, P.C. Beverly Hills

Public 9171 Wilshire Boulevard, 5th Floor Datas
Accountants Beverly Hills, CA 90210 Grand Cayman
tel 310.273.2770 Irvine
fax 310.273.6649 New York
Roseland
www.rkco.com San Francisco

Walnut Creek

Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
KA Associates, Inc.

We have audited the accompanying statement of financial condition of KA Associates, Inc. (the "Company") as of
June 30, 2009, 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 principles 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 financia!

position of KA Associates, Inc. as of June 30, 2009, in conformity with accounting principles generally accepted in
the United States of America.

/gm,mi'lbwj L.

Beverly Hills, California
August 21, 2009
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KA ASSOCIATES, INC.

ANCIAL CONDITION

June 30, 2009

ASSETS
Cash at broker $ 983,279
Securities, at fair value 25,572
Interest and commissions receivable 13,542
Other assets 750
$ 1,023,143
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Due to related party $ 42,332
Accrued expenses 7,774
Total liabilities 50,106
Contingencies
Stockholders' equity
Common stock, no par value; authorized, 219,285
issued and outstanding 9,300 shares
Retained earnings 753,752
Total stockholders' equity 973,037
$ 1,023,143

See accompanying notes to financial statement. 2



KA ASSOCIATES, INC.

INANCIAL STATEMENT

1. Nature of operations and summary of significant accounting policies

Nature of Operations

KA Associates, Inc. (the “Company”) is a corporation organized under the laws of the state of Nevada on January 25,
1993. The Company is a registered broker-dealer under the Securities Exchange Act of 1934 and is a member of the
Financial Industry Regulatory Authority (“FINRA”). The Company clears its securities transactions on a fully disclosed
basis with a clearing broker.

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the
United States of America.

Revenue Recognition

Commission and interest sharing revenue and related clearing charges on customers’ introduced trades and
accounts are recorded on an accrual basis of accounting.

Valuation of Investments in Securities and Securities at Fair Value - Definition and Hierarchy

The Company adopted the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 157, “Fair
Value Measurements” (“SFAS No. 157”), effective July 1, 2008. Under SFAS No. 157, fair value is defined as the
price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly
transaction between market participants at the measurement date.

In determining fair value, the Company uses various valuation approaches. SFAS No. 157 establishes a fair value
hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the
use of unobservable inputs by requiring that the most observable inputs be used when available. Observable
inputs are those that market participants would use in pricing the asset or liability based on market data obtained
from sources independent of the Company. Unobservable inputs reflect the Company’s assumptions about the
inputs market participants would use in pricing the asset or liability developed based on the best information
available in the circumstances. The fair value hierarchy is categorized into three levels based on the inputs as
follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that
the Company has the ability to access. Valuation adjustments and block discounts are not applied to Level 1
securities. Since valuations are based on quoted prices that are readily and regularly available in an active
market, valuation of these securities does not entail a significant degree of judgment.

Level 2 - Valuations based on quoted prices in markets that are not active or for which all significant inputs are
observable, either directly or indirectly.

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.



SSOCIATES, INC.

TO FINANCIAL STATEMENT

1. Nature of operations and summary of significant accounting policies (continued)
Valuation Techniques

The Company values investments in securities that are freely tradable and are listed on a national securities
exchange or reported on the NASDAQ national market at their last sales price as of the last business day of the
fiscal year.

Commissions Receivable

Commissions receivable represent commissions earned by the Company from brokerage transactions not yet
received from the clearing brokers. No allowance was deemed necessary as of June 30, 2009 since the Company
has determined all commissions receivable to be collectible.

Income Taxes

The Company has elected S Corporation status for federal and state tax purposes 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.

The Company has adopted FASB Staff Position No. FIN 48-3, which allows certain nonpublic entities to defer the
effective date of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN 48”), until the
annual financial statements for fiscal years beginning after December 15, 2008. The Company has elected to
apply the deferral and has adopted the provisions of FIN 48 effective July 1, 2009. The Company’s accounting
policy for evaluating uncertain tax positions during financial statement periods subject to the deferral of FIN 48 is
based on the recognition and disclosure criteria for loss contingencies under SFAS No. 5, “Accounting for
Contingencies”.

Use of Estimates

The preparation of financial statements 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 statements 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.

The Company maintains its cash balance in one financial institution. This balance is insured by the Federal Deposit
Insurance Corporation up to $250,000 per institution.



SSOCIATES, INC.

TO FINANCIAL STATEMENT

3. Fair value measurements

The Company’s assets recorded at fair value have been categorized based upon a fair value hierarchy in
accordance with SFAS No. 157. See Note 1 for a discussion of the Company’s policies.

The following table presents information about the Company’s assets measured at fair value as of June 30, 2009:

Quoted Prices Significant

in Active Other Significant Balance
Markets for Observable Unobservable as of
Identical Assets Inputs Inputs June 30,
(Level 1) (Level 2) (Level 3) 2009
Assets
Securities, at fair value $ 25572 $ - $ - $ 25,572

4. Contingencies

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to J.P. Morgan Clearing
Corporation, its clearing broker, on a fully-disclosed basis. All of the customers' money balances and long and short
security positions are carried on the books of the clearing broker. In accordance with the clearance agreement, the
Company has agreed to indemnify the clearing broker for losses, if any, which the clearing broker may sustain from
carrying securities transactions introduced by the Company. In accordance with industry practice and regulatory
requirements, the Company and the clearing broker monitors collateral on the customers' accounts.

5. Related-party transactions

The Company is charged an allocation of expenses related to personnel, office facilities and equipment, and other
general operating services that are borne by a company related by common ownership. For the year ended June
30, 2009, expenses allocated from this related party totaled approximately $193,000. At June 30, 2009, the
Company owed the related party approximately $42,000.

For the year ended June 30, 2009, approximately $4,000 of the Company’s commission revenues were from
introducing trades of affiliated entities.

6. Regulatory requirements

The Company, as a member of FINRA, is subject to the Securities and Exchange Commission Uniform Net Capital
Rule 15c3-1. This rule requires the maintenance of minimum net capital and that the ratio of aggregate
indebtedness to net capital, both as defined, not to exceed 15 to 1, and that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10 to 1. Effective July 2008, the Company, with
FINRA approval, changed its minimum net capital requirement from $250,000 to $5,000, pursuant to SEC Rule
15¢3-1 (a)(2)(vi). At June 30, 2009, the Company’s net capital was $941,715 which was $936,715 in excess of its
minimum requirement of $5,000.



\SSOCIATES, INC.

S TO FINANCIAL STATEMENT

7. Redemption of stock

In October 2008, 700 shares representing the entire ownership interests of two of the Company’s stockholders
were redeemed by the Company at their book value of approximately $76,000.

8. Exemption from Rule 15¢3-3

The Company is exempt from the Securities and Exchange Commission Rule 15¢3-3 and, therefore, is not
required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of Customers”.
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