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OATH OR AFFIRMATION

I, E L) C GE& AIDE , swear (or affirm) that, to the best of

my knowledge and belief the accomp ing financial statement and supporting schedules pertaining to the firm of
INNOVATION HdvisSoes  LLC , as

of QE CEMBER 3/ ,20_// , 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:
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This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Finaneiat-Gondition. <. ovs\n € Vousss

(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 15c3-3.

(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
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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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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JOHN S. MILLER, CPA
129 4™ PLACE
BROOKLYN, NY 11231 TEL 347-335-0601

INDEPENDENT AUDITORS’ REPORT

To the Member of Innovation Advisors, LLC

We have audited the accompanying statement of financial condition of Innovation
Advisors, LLC, (the “Company”) as of December 31, 2011, and the related statement of
operations, changes in member’s equity and cash flows for the year then ended that are
filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion 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 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 financial statements as well as assessing the accounting
principles used and significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Innovation Advisors, LLC as of
December 31, 2011, 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.

Our audit was conducted for the purpose of forming an opinion on the basic
financial statements taken as a whole. The information contained in Schedules 1 and Il 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 Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements take as a
whole.

Brooklyn, NY Ex’“’“ A

February 24, 2012 John S. Miller
CERTIFIED PUBLIC ACCOUNTANT



INNOVATION ADVISORS LLC
(A Limited Liability Company)

STATEMENT OF FINANCIAL CONDITION
FOR THE YEAR ENDED DECEMBER 31, 2011

ASSETS
Cash $
Prepaid expenses

TOTAL ASSETS $

LIABILITIES AND MEMBER'S EQUITY

Liabilities:
Accrued expenses and
other liabilities $
TOTAL LIABILTIES $

Member's equity

TOTAL LIABILITIES AND MEMBER'S EQUITY

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



INNOVATION ADVISORS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

1. Organization and Nature of Business

Innovation Advisors, LLC (the “Company”) is a single member limited liability
company. The single member is Innovation Advisors Holdings LLC. The Company was
organized under the laws of the State of New York on June 9, 2003. The Company is a
broker-dealer in securities registered with the Securities and Exchange Commission
(“SEC?”), and with eighteen state jurisdictions. The Company and is a member of the
Financial Industry Regulatory Authority (‘FINRA”) and the Securities Investor
Protection Corporation (“SIPC’).

The Company provides investment banking services to middle-market technology
companies. It also provides strategic advisory services related to merger and acquisitions
as well as assisting IT companies’ efforts to raise capital through private placements.

2. Significant Accounting Policies

Revenue Recognition

The Company’s revenue from investment banking and service fees is based on
established agreements between the Company and its clients. Such revenue is recorded
following the closing of a transaction and when collection is reasonably assured.

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
reported amounts of revenues and expenses during the reporting period. Actual results
could differ from the estimates.

Fair Value Measurements

FASB ASC 820 establishes a framework for measuring fair value. That framework
provides a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). Categorization within the
valuation hierarchy is based upon the lowest level of input that is significant to the fair
value measurement. Valuation techniques used need to maximize the use of observable
inputs and minimize the use of unobservable inputs. Under the new standard, fair value is
defined as the exit price, or the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants as of the
measurement date.



The three levels of the fair value hierarchy under FASB ASC 820 are described as
follows:

Level 1 inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Company has the ability to
access.

Level 2 inputs to the valuation methodology include: quoted prices for similar
assets or liabilities in active markets; quoted prices for identical assets or
liabilities in inactive markets; inputs other than quoted prices that are observable
for the asset or liability; and, inputs that are derived principally from or
corroborated by observable market data by correlation or other means. If the asset
or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 inputs to the valuation methodology are unobservable and significant to
the fair value measurement.

During 2011, the Company had no assets or liabilities that required valuation under this
standard.

3. Concentration of Credit Risk

The Company maintains its cash in a bank account which, at times, may exceed federally
insured limits.

For the year ended December 31, 2011, the Company derived 100% of its Fee income
from contractual arrangements with two clients.

4. Related Party Transactions

The Company has an expense sharing agreement with its member owner whereby certain
overhead expenses, are allocated to the Company. During the year $420,000 was charged
to the Company as follows:

Salary $ 264,000
Rent 60,000
Miscellaneous services 96,000

$ 420,000

The Company paid, to the managing member of the member owner, commissions on
success fees in the amount of $43,750

5. Income Taxes

The Company is a single-member limited liability company and is treated as a
"disregarded entity" for federal and New York State income tax purposes. The



Company's assets, liabilities, and items of income, deduction, and tax credits are treated
as those of its member owner, who is responsible for any taxes thereon. The Company's
allocated share of local taxes, if any, is included in the accompanying statement of
operations.

The Company recognizes and measures its unrecognized tax benefits in accordance with
FASB ASC 740, Income Taxes. Under that guidance, the Company assesses the
likelihood, based on their technical merit, that tax positions will be sustained upon
examination based on the facts, circumstances and information available at the end of
each period. With few exceptions, the measurement of unrecognized tax benefits is
adjusted when new information is available, or when an event occurs that requires a
change.

With few exceptions, the Parent and the Company are no longer subject to federal, state
or local tax examinations by taxing authorities for years before 2008.

6. Regulatory Requirements

As a registered broker-dealer, the Company is subject to the SEC Uniform Net Capital
Rule (SEC 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 one. Net capital and aggregate indebtedness change from day to day. As of
December 31, 2011, the Company had net capital of $35,565, which was $30,565 in
excess of the required minimum at that date. The Company’s ratio of aggregate
indebtedness to net capital was .21 to 1.

7. Contingencies

A portion of the Company’s fee from one transaction that closed in 2011 remains in
escrow. It is the Company’s accounting policy (see Note 2 Revenue Recognition) that
until the funds are released from escrow the Company will not include it in revenue. The
Company does expect that the funds will be released from escrow, although the timing of
such is not determinable.

8. Subsequent Events

Management has evaluated subsequent events through February 24, 2012, the date that
the financial statements were available for issue.



