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INDEPENDENT AUDITORS REPORT

Board of Directors and Shareholder

Quantitative Analysis Service Inc

We have audited the accompanying statement of financial condition of Quantitative Analysis Service Inc the

Company as of December 31 2011 This statement of financial condition is the responsibility of the Companys

management Our responsibility is to express an opinion on this 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 includes consideration of internal control

over financial reporting as 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 Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on 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 of the statement of financial condition provides reasonable basis for our

opinion

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

financial position of Quantitative Analysis Service Inc as of December 31 2011 in conformity with accounting

principles generally accepted in the United States of America

Roseland New Jersey

February 15 2012

An independent firm associased with AGN International Ltd AGN



QUANTITATIVE ANALYSIS SERVICE INC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS

Cash and cash equivalents 1243769

Receivables from clearing brokers 4508

Receivables from customers 59000

Securities owned at fair value 24509

Office equipment net

Other assets 39002

1370788

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities accounts payable and accrued expenses 43315

Stockholders equity

Common stock no par value 100000 shares authorized

11474 shares issued and 1327 shares outstanding

Additional paid-in capital 174761

Treasury stock at cost 10147 shares 148936

Retained earnings 1301648

Total stockholders equity 1327473

1370788

See accompanying notes to financial statement



QUANTITATIVE ANALYSIS SERVICE INC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies

Nature of Business

Quantitative Analysis Service Inc the Company is corporation organized under the laws of the state of New

Jersey on October 20 1978 The Companys operations consist primarily of providing technical market research

The Company is registered broker-dealer with the Securities and Exchange Commission SEC and is member

of the Financial Industry Regulatory Authority FINRA

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP

These financial statements were approved by management and available for issuance on February 15 2012

Subsequent events have been evaluated through this date

Cash Equivalents

The Company considers its investments in short-term money market accounts to be cash equivalents

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

In accordance with GAAP fair value is defined as the price that would be received to sell an asset or paid to

transfer 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 In accordance with GAAP fair value

hierarchy for inputs is 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 Companys 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 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

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 significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs are

observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement



QUANTITATIVE ANALYSIS SERVICE INC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

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

The availability of valuation techniques and observable inputs can vary from security to security and is affected by

wide variety of factors including the type of security whether the security is new and not yet established in the

marketplace and other characteristics particular to the transaction To the extent that valuation is based on

models or inputs that are less observable or unobservable in the market the determination of fair value requires

more judgment Those estimated values do not necessarily represent the amounts that may be ultimately realized

due to the occurrence of future circumstances that cannot be reasonably determined Because of the inherent

uncertainty of valuation those estimated values may be materially higher or lower than the values that would have

been used had ready market for the securities existed Accordingly the degree of judgment exercised by the

Company in determining fair value is greatest for securities categorized in Level In certain cases the inputs

used to measure fair value may fall into different levels of the fair value hierarchy In such cases for disclosure

purposes the level in the fair value hierarchy within which the fair value measurement in its entirety falls is

determined based on the lowest level input that is significant to the fair value measurement

Fair value is market-based measure considered from the perspective of market participant rather than an

entity-specific measure Therefore even when market assumptions are not readily available the Companys own

assumptions are set to reflect those that market participants would use in pricing the asset or liability at the

measurement date The Company uses prices and inputs that are current as of the measurement date including

periods of market dislocation In periods of market dislocation the observability of prices and inputs may be

reduced for many securities This condition could cause security to be reclassified to lower level within the fair

value hierarchy

Valuation Techniques

The Company values investments in securities and securities sold short that are freely tradable and are listed on

national securities exchange or reported on the NASDAQ national market at their last sales price as of the last

business day of the year

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis and unrealized

gains and losses are reflected in revenues

Revenue Recognition from Market Research Analysis Services

The Company recognizes revenues when it has completed its obligations and the amount earned is fully

determinable and realizable and collectability is reasonably assured

Deferred Revenue

Amounts billed and or received prior to satisfying the revenue recognition criteria for technical market research

services are recorded as deferred revenue and grouped within liabilities on the accompanying statement of financial

condition Deferred revenue is recognized into revenue on straight-line basis over the service term



QUANTITATIVE ANALYSIS SERVICE INC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

Receivables Due from Customers

The Company carries its receivables due from customers at cost less an allowance for doubtful accounts On

periodic basis the Company evaluates its accounts receivable and establishes an allowance for doubtful accounts

based on history of past write-offs and collections and current credit conditions At December 31 2011 there was no

allowance for doubtful accounts The Company recognized approximately $36000 in bad debt expense for the year

ended December 31 2011

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization Depreciation and

amortization is computed using the straight-line method over the estimated useful lives of the assets As of December

31 2011 all of the Companys property and equipment was fully depreciated

Income Taxes

The shareholder of the Company has elected to be treated as an corporation under Subchapter of the

Internal Revenue Code Accordingly no provision has been made for federal and state income taxes since the

income or loss of the Company is allocated to the individual shareholder for inclusion in their personal income tax

return

In accordance with GAAP the Company is required to determine whether tax position of the Company is more

likely than not to be sustained upon examination by the applicable taxing authority including resolution of any

related appeals or litigation processes based on the technical merits of the position The tax benefit to be

recognized is measured as the largest amount of benefit that is greater than fifty percent likely of being realized

upon ultimate settlement De-recognition of tax benefit previously recognized could result in the Company

recording tax liability that would reduce stockholders This policy also provides guidance on thresholds

measurement de-recognition classification interest and penalties accounting in interim periods disclosure and

transition that is intended to provide better financial statement comparability among different entities

Managements conclusions regarding this policy may be subject to review and adjustment at later date based on

factors including but not limited to on-going analyses of and changes to tax laws regulations and interpretations

thereof

The Company files its income tax returns in the U.S federal and various state and local jurisdictions Generally

the Company is no longer subject to income tax examinations by major taxing authorities for years before 2008

Any potential examinations may include questioning the timing and amount of deductions the nexus of income

among various tax jurisdictions and compliance with U.S federal state and local tax laws The Companys

management does not expect that the total amount of unrecognized tax benefits will materially change over the

next twelve months

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Companys management to make

estimates and assumptions that affect the amounts disclosed in the financial statements Actual results could differ

from those estimates



QUANTITATIVE ANALYSIS SERVICE INC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

Securities Owned

Securities owned are valued at market and unrealized gains and losses are reflected in the statement of

operations At December 31 2011 securities owned were comprised of equity securities which are level in the

fair value hierarchy

Net capital requirement

The Company as member of FINRA is subject to the Securities and Exchange Commission Uniform Net Capital

Rule 5c3-1 This Rule requires the maintenance of minimum net capital and that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed 15 to and that equity capital may not be withdrawn or

cash dividends paid if the resulting net capital ratio would exceed 10 to At December 31 2011 the Companys net

capital was approximately $1225000 which was approximately $1175000 in excess of its minimum requirement of

$50000

Off-balance sheet risk

Pursuant to clearance agreements the Company introduces all of its securities transactions to clearing brokers on

fully-disclosed basis All of the customers money balances and long and short security positions are carried on the

books of the clearing brokers In accordance with the clearance agreements the Company has agreed to indemnify

the clearing brokers for losses if any which the clearing brokers may sustain from carrying securities transactions

introduced by the Company In accordance with industry practice and regulatory requirements the Company and the

clearing brokers monitor collateral on the customers accounts

In addition the receivables from the clearing brokers are pursuant to these clearance agreements

Exemption from Rule 15c3-3

The Company is exempt from the Securities and Exchange Commission Rule 15c3-3 and therefore is not required

to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

Concentrations of risks

The Company maintains its cash balances in various financial institutions which at times may exceed federally

insured limits The Company is subject to credit risk to the extent any financial institution with which it conducts

business is unable to fulfill contractual obligations on its behalf Management monitors the financial condition of such

financial institutions and does not anticipate any losses from these counterparties

During the year ended December 31 2011 approximately 25% of the Companys revenues were from customers

As of December 31 2011 all revenues earned from these customers had been paid in full



QUANTITATIVE ANALYSIS SERVICE INC

NOTES TO FINANCIAL STATEMENT

Commitments and contingencies

The Company leases its office facilities under an operating lease which expires in November 2012 The lease

requires the Company to pay additional rent for storage and parking spaces as well as real estate tax escalations and

other costs associated with the facility Rent expense under this agreement for the year ended December 31 2011

was approximately $285000

Aggregate future minimum lease payments of office space subsequent to December 31 2011 are approximately

$258000 through the end of November of 2012

Employee benefit plan

The Company maintains retirement plan the Plan pursuant to Section 401k of the Internal Revenue Code for

eligible participants to make voluntary contributions of portion of their annual compensation on deferred basis

subject to limitations provided by the Internal Revenue Code This plan is for the benefit of all eligible employees who

may have percentage of their salary withheld not to exceed limits provided by the Internal Revenue Code The

Companys annual contribution is discretionary as determined by management For the year ended December 31
2011 the Company contributed approximately $60000 to the Plan


