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OATH OR AFFIRMATION

I, ALAN LAWRENCE, swear {or affirm} mhs, to the best of my‘.kmw'*!edge and belief the
accompanying financial statements and supporting schedules pertaining to the firm of FIRST
RESEARCH FINANCE, INCORPORATED as of MARCH 31,2012, are true and cormrect. | further .-

swear {(or affirm) neither the company nor any partner, proprietor, principal officer or director
has proprietary interest in any account solely as that of a customer, except as follows:
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Statement of Financial Condition.

Statement of income (Loss). |

Statement of Changes in Financlal Condition. * : e

Statement of Chonges in Stockholder’s Equity or Purtners or Sole Propnetor’s
Capital. :

Statement of Change in Liabilities Subordinuted to CEalms of Cred!tors.

Computation of Net Capital. :

Computation for Determination of Reserve Requirements Pursuant of Rule 1 503—3

information Relating to the Possessmn or control Requlremenus Under Rule 15¢3-3.

A Reconciliation, including appropriute explanation, of the Computation of Net
Capital Under Rule 15¢3-1 and the Computctson for Determmutinn of the Reserve
Requirements Under Exhibit A of Rule 15¢3-3. :

A Reconciliation between the audited and unuudited Statements of Finnncioi Condition
with respect to methods of consolidation.

An Oath of Affirmation.

A copy of the SIPC Supplemental Report. ‘

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

independent Auditors’ Report on internal Accounting Control.

** For conditions of confidential treatment of certain portions of this filing, see section

140.17a-5{e)(3).
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INDEPENDENT AUBITQRS’ REPORT

BOARD OF DIRECTORS
FIRST RESEARCH FINANCE, INCORPORATED
DALLAS, TEXAS

We have audited the accompanying statement of financial
condition of FIRST RESEARCH FINANCE, INCORPORATED as of March 31,

2012, and the related statements of income, changes in
stockholder's equity, changes ih Tiabilities- subordinated to claims
of general creditors, and cash flows for the vear then ended.
These financial statements are the responsibility of the Company s
management. Our responsibility is to express an oplnzon 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 audlt includes examlnlng, on a °
test basis, evidence supporting the amounts and dlsclosures in the
financial statements. An audit also” 1ncludes ‘agsessing the ,
accounting principles used and significant’ estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provzdes a reasonable
basis for our opinion. nE ‘ R

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of

FIRST RESEARCH FINANCE, INCORPORATED ac of March 31, 2012, 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.

W{ Thayar put Odocstin
Hendricks, Graves and Associates, LLP
May 22,2012

Members: American Tnstitute and Fowas Socicty
o
gff ()C}.’z:zg‘i;?&f Bobtic: Accountarts



STATEMENT OF FENM’&@AL

MARCH %‘fﬁ ﬁiﬂ Z

ASSETS

Cash
Commissions receivable

Deposit with clearing organization

LIABILITIES AND STOCKHOLDER'S EQUITY -

CURRENT LIABILITIES: |

Accounts Payable | $ 500
Commissions payable ~ L . 8,126
Accrued expenses - ’ 2,145
Federal income tax payable N ] o 450

Total current liabilities

STQCKHOLDER’S EGH!’I‘Y

Common stock, 3,000 shares OL S GT
par value authorlzed and, 988 ; S ‘
shares issued and oatstandlnq L - S 1o
Retalned earnlngs

Total stockholder's equity :

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

“gm

37,703

$ 37,404

S 11,221

37,713

. $___ 48,934



FIRST RESEARCH FINANCE, INCORPORATED

- STATEMENT OF INCOME

' YEAR ENDED MARCH 31,2012

REVENUES: . = :
Commisgsilons. o o $ 188,282
Other 7,231
Total revenues ' ' - § 195,513
COSTS AND EXPENSES:
Compensation and related costs 128,362
Clearance costs 36,385
Profegsional services 8,321
Regulatory fees 7 ; . 7,94%9
Other operating expenses 12,405
Total costs and expenses 193,422
NET INCOME BEFORE PROVISION FOR INCOME TAXES 2,091
PROVISION FOR INCOME TAX 578

NET INCOME $_ 1,513

“The accompanying notes are an integral part of the financiof statements.
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~ FIRST RESEARCH FINANCE, INCORPORATED

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

" YEAR ENDED MARCH 24,2012

COMMON RETAINED -
STOCK EARNINGS - TOTAL
Ralances at ,

March 31, 2011 : S 10 IS 36,190 o8 36,200
Net income Rt - S e : 1,513.”? o - 1,513
Balances at i ‘

March 31,2012 - 8 10 $.. 37,703 - $_.37,713

. The.accompanying notes are-un integral part of the financiol statements.

. L



FIRST RESEARCH FINANCE, INCORPORATED

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

YEAR ENDED MARCH 31, 2012

Balance at March 31, 2012 S
Increases
Decreases

Balance at March 31, 2012 S RS f S -0

The udcompunying notes are an-integral part of the financial statements.

-5~



' FIRST RESEARCH FINANCE, INCORPORATED

11 5o 'STATEMENT OF CASH FLOWS

© 1" YEAR ENDED MARCH 31:/2012

OPERATING ACTIVITIES:
Net income $ 1,513
Adjustments to reconcile net income to net

cash provided by opérating activities:
Changes in operating assets and liabilities:

Decrease in commissions receivable 2,173

Decrease in commission payable { 2,143)

Increage in accrued expenses = L9

Decrease in income taxes payable ( 40)
Net cash provided by operating activities 8 1,512
Cash at beginning of year : 35,892
Cash at end of year $ 37,404

SUPPLEMENTAL INFORMATION:
Income taxes paid . 3. 578

‘The accompanying notes are an Integral part of the financial statements.

-6



FIRST RESEARCH FINANCE. INCORPORATED

NOTES TO FINANCIAL STATEMENTS

‘YEAR ENDED MARCH 31,2012

COMPARNY:

FIRST RESEARCH FINANCE INCORPORATED, incorporated in September 1990, is
a member of the Financial Industry Regulatory Authority (FINRA) and
operates as a broker-dealer in securities. All customers' securities,
funds and accounts are pzocessed and carried ny correspondent. broker-
dealers.

SUMMARY OF SlGNlF!CANT ACCOUNTING PGLIC!ES

1. Customers’ Secuntles and Commodit:es ‘Transactions are ‘recorded on a
gettlement date basis with related commﬂsSLOn income and expenses
recorded on a trade ddte basis. ‘Securities and commodities
transactions of the Company are recorded on' a trade date basis.

2. Cash - The Company considers all shortiterm investments with an
original maturity of three months or less to be cash.

3. Accounts Recelvable - The Company evaluates the collectability of
accounts receivable. Amounts considered uncollectable or doubtful
of collectlon are wrltten off and chavged agalnst income when such
determlnatlons are made

4. Income Taxes — Income taxes are provided . for the tax effects of
transactiong reported in the financial statements and consist of
taxes currently due. . The .Company .incurs. state franchise taxes,
which are, in part, based on certain income and expense items, and
the financial . statements include a provision for the state tax
effect of transactions reported in the financial statements.

5. Use of Estimates - The preparation of .  finmancial‘;statements in-
conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and
-agsumptions that .affect  the amounts reported in the financial
statements and-accompanying notes. Actual results could differ
from these egtimates. e :

(Continued)
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FIRST RESEARCH FINANCE, INCORPORATED

NOTES TO FINANCIAL STATEMENTS {CONTINUED}

YEAR ENDED MARCH 81,2012

FAIR VALUES OF FINANCIAL INSTRUMENTS:

Fair Value Measurement - FASB ASC 820 . deéfines -fair value, .establishes =a
framework - for measuring fair value, and establishes a fair value hierarchy
which prioritizes the inputs to valuation techniques. Failr value is the
price that would be received to sell an asset or paild to transfer a
liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction
to sell the assets or transfer the liability occurs ‘in the principal
market for the asset or liability or, in the absence of a principal

_market, the most advantageous, market. Valuation techniques that are
.consistent w;th the market, income or cost approach as -specified by FASB
. ASC 820, are use& to megsure falr value

The fair valué hieraichy piioritizeé the inputs to véiuationrtechniques

used to measure fair value into three broad levels:

Level one inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities the Cpmpany has';heuahility to access.

Level two 1nputs ‘are’ lnputs {other ‘than quoteé prlces lncluded within
" level one) that aré observable for the asset or 11ab111ty, elther directly

or indirectly.

Level three inputs are unobservable 1nputs for the asset or liability and

. rély on management's -own ‘assumptions about - -the - assumptions that market

9ﬁpart1c1pants would use- in prlClng the aSSEt or 11ab111ty

AT .

The - darrying amounts” 6f assets ané ilabllltles in the balance sheet

approximate fair value.

= NET CAP!TAL REOU%REMEN‘I’S CLR R ECL LT

The Company is: subject to the Sbcurltles and Exchange Commission Uniform
Net: Capital Rule {rule  15c¢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. - At March 31, 2012,
the Company had net capital of $36,974 which was $31,974 in excess of its
required net capital of $5,000. The Company's net capital ratio was 0.3
to 1.

{Continued)
-8 -



FIRST RESEARCH FINANCE, !NCORFQRAJED
NOTES TO FlNANGiAL STA'%’EMENTS (CON’I‘!NUEBB

YEAR ENSEH MARCH 3% 2012

RELATED PARTY TRANSACTIONS:

The Company has a leasing agreement with the gole shareholder for the use
of office space. This leasing agreement requires the Company to pay the
property taxes on the related property as rent. The property taxes were
$7,728 for the year ended March 31, 2012

An offlcer of the Company prov&des monthly accountlng servmces to the
Company. This individual was paid $6,050 in accountlng fees durlng the
year ended March 31, 2012.
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INDEPENDENT AUDITOR’S REPORT OF SUPPLEMENTARY INFORMATION

REQUIRED BY RULE 17¢-5 OF THE SECURITIES AND EXCHANGE QOMM!SS]ON

BOARD OF DIRECTORS
FIRST RESEARCH EINANCE, lNCORPORATED

" DALLAS, TEXAS

We have audited the accompanying financial statements of FIRSTRESEARCH

FINANCE, INCORPORATED as of and for the vear ended March 31, 2012, and our
report thereon dated May 22, 2012, which expressed an unqualified opinion
on those financial gtatements, appears in a preceding section of this
report. Our audit was conducted for the purpose of forming an opinion on
the financial statements taken as a whole. The information contained in
Schedules I and II 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 under the Securities and Exchange act of
1934. Such information is the regponsibility of management and was derived
from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in
relation the financial statements as a whole.

Handucho, Zhaon vl Oddreco =
Hendricks, Graves and Assoclates, LLP

May 22, 2012

Mernibers Amerdcan Fnstitnte and g&m&b@fz’e/y»
e Certyredl Lublic: Accountarts



Schedule §

FIRST RESEARCH FINANCE, INCORPORATED

- COMPUTATION OF NET CAPITAL UNDER RULE'15¢3-1

" OF THE SECURITIES AND EXCHANGE COMMISSION

MARCH 31,2012

(See Independent Auditors’ Report On Supplementary Information.)

COMPUTATION OF NET CAPITAL:

Total stockholder's equity qualified for net capital .. S 37,713

add:
Other deductions or allowablé:creditg. « o T iic o 0o i SRR &
Total capital and allowable subordinated liabilities 37,713

Deductions and/or charges:
Non-Allowable assets ‘ RRCUE Cs g -

Net capital before haircuts on securities positions 37,713

Haircuts on securities (computed, where applicable,

pursuant to rule 15¢3-1(f)) 739
Net Capital ‘ 3 36,974
Aggregated indebtedness T 8. 11,221

{Continued)

«< 11 -



 FIRST RESEARCH FINANCE, INCORPORATED

COMPUTATION'OF NET CAPITAL'UND

Schedule §

OF THE SECURITIES AND EXCHANGE COMMISSION (CONTINUED)

MARCH 31,2012

.{See Independent-Auditors’ Report On Supplementary Information.)

COMPUTATION OF BASIC NET CAPITAL REQUQREMENT:

Minimum net capital required (6 2/3% of total

aggregate indebtedness)

Minimum dollar net capital requirement of «::.
reporting broker or dealer

Net capital reqguirement {greater of above two
'minimum_requirement amounts)

Néﬁ éépital in excess o§/f%Qﬁéééd-ﬁipimgﬁ
Ekdééswnet capital at 1000%

ggék5;0f aééregate indebtedness to net capital
RECONC!LIATKON WITH COMPANY'S COMPUTATION:

Net capital, as reported in Company's Part II
{(Unaudited) Focus report

Audit adjustments

NET CAPITAL

wi§P -

s 5,000

$.. . 5,000

$_ 31,974

S 35,852

S 36,974

S 36,974



Schedule I}

FIRST RESEARCH FINANCE, INCORPORATED

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER RULE 15¢3-3

OF THE SECURITIES AND EXCHANGE COMMISSION

MARCH 31,2012

{See Independent Auditors’ Report On Supplementary Information.)
EXEMPTIVE PROVISIONS
The Company has claimed an exemption from Rule 15c¢3-3 wunder section

(k) (2) (1i1), 4in which all customer transactions are cleared through other
broker-dealers on a fully disclosed basisg.

Company's clearing firm: Southwest Securities, Inc.

<13 -



FIRST RESEARCH FINANCE, INCORPORATED

REPORT PURSUANT TO RULE 17a-5(d)

YEAR ENDED MARCH 31, 2012
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' STRUCTURE REQUIRED BY SEC RULE 1 Ta5

BOARD OF DIRECTORS
FIRST RESEARCH FINANCE, INCORPORATED =
DALLAS,TEXAS =~

In planning and performing our audit of the financial statements and supplemental schedules of FIRST
RESEARCH FINANCE, INCORPORATED for the year ended March 31, 2012, we considered its internal
control, 1nciudmg commi procedures for safe«guardxng securities, in order to determine our auditing procedures .
for the purpose of expressing our opinion on ths., ﬁnancml statements and notto provxde assurance on the internal

control.

Also, as reqmred bv ruie 17&-5(g)" 1) of the Qecunﬂe«: and Exchange Coxmmssmn (SEL) we had mdde a
,study of the practzce and procedures followed by the: Company including tests of such practices and procedures S
that we considered relevant to the objectives stated in rule 17a-5( (g) in making the periodic computations of -
aggregate mdebtsdness and net capztal tmder rule 17a-3(a)(1 1) and for determmmg comphance mth the

perform custochai fsmctlons re:iatmg to customer secumtxes we dld not rewew the practxces and pmuedures*
followed by the Company in any of the following: » Sl :

)I-, | Makmg quarterly securitles exammanon,s counts verxﬁcat;ons and cmnpansons and reccrdatton
of dxfferences required by rule 17a-13. ' . U S

2. . Complying with the requirements for prompt payment for securities under Section 8 of Federal
' 'Reserve Regula‘uon T of the Board of Governors.of the Federal Reserve System.

3. Obtammg and mam’iammg physxcal possessmn or, control of a,ll fuliy pdld and excess margm
securities of customer as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedutes 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. :

Members Amerccarn: Fnatitute and Feaxas efaa'eg//
o Certyfred Lublic Accowntants



PAGE 2
INDEPENDENT AUD!TO‘RS’ REPORT ON INTERNAL CONTROL

STRUCTURE REQUIRED BY SEC RULE 170-5_

, Two of the objectives of internal control and the practices aﬁd precedures are to pmvzde 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 properly to permit the preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and pmcedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future penods is subject to the
risk that they may become inadequate because of changes in conditicns or that the effectiveness of their design and

0peration may detenorate

-Qur cons@eration of intetnal control would not necessanlv dxsdose all matters in 1ntema1 control that might
“be material weaknesses under standards established by the Amencan Institute of Cemﬁed Publi¢ Accountants. A
“material weakness is a céndition in which the desigr or'operation of one or more of the internal control components
does not reduce to arelatively low level the risk that misstatements caused by errors or fraud 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: notnal course of performmg their'assigned functions. However, we noted no matters involving
-internal control, mciudmg control act;v mes for safeguardmo sec*unties that we cons1der to be matenai weaknesses as

defmeé above o

ot We undérstand that practices and pmcedures ‘that accomphsh the Objec’aves refétred to in the second
- paragraph of this report ar¢ 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 pr ocedures that do not accomplish such
(}b_} ectives 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 ﬁmcedures were adequate at March 31,2012, to meet the

Commission's objectives.

This report is intended solely for the information and use of the Board of Dzrectors management the SEC,
the Financial Industry’ Reguiatory Authority (FINRA), the New York Stock Exchange and other regulatory agencies
which rely on Rule 17a-5(g) under the Securities Exchange Act 0of 1934 in their reguiatlon of registered brokers and
. ‘dealéfs' dnd is not intended o beused by anyone other than these specxﬁc pames

5 :Héﬁdﬁcigsg Graves and Associates, LLP

May 22, 2012



