
UNiTED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington DC 20549

ANNUAL AUDITED REPORT
FORM X17A-5

PART HI

SEC FILE NUMBER65
FACING PAGE

Information Required of Brokers and Iealers Pursuant toi ftte
Securities Exchange Act of 1934 and Rule 17a5 Thereu

RLPOR OR HF PFRIOI BI GINNING iio 1/1

MM/DD/V

AND ENDING 12/31 12

MM/DDY\

REGiSTRANT IDENTIFICATION

NAME OF BROK DEALER

EIAL USE ONLY
SPENCER IRA SR VENTURES INC

DDRLSS OF PRINCIPAL PLACE OF BUSINESS Do not use P0 Box No

750 THIRD AVFNUE TM FLOOR
isü nd Streel

NEWYORK NY 10017

ity State ip Code

NAMI AND TLLt PHONE NUMBER OF PERSON TO CONTACF IN REGARD TO TillS REPORT

JOI IN IEIDFNRLICI 212 3269200

Area ode telephone Number------
ACCOUN ANT IDENTI 1CATIOIN---------

l\DFPFNDI NT Pt BLIC ACCOtTN AN7 whose opinion is contained in this Report

Ft VIO ASSOC1AFFS LLP AT IN JOHN FUI VIO CPA
Name radii tonal Slat lust first middle tlaoiJ

la/ins Jot exemption front the requirement that thc annual repor covered oy the
opinion of an independent public accountant

must hr uported statement otfacts and circumstances ia//ed on as bacis for the exemption See section 2401 7a5c27

Potential persons ssho are to respond to the collection of

information contained in this form are not required to respond
unless the form displays currently valid 0MB control number

0MB APPROVAL

0MB Number 3235O123

Exptres April 30 2013

Estimated average burden

Hourspsonse12QQ

en 37111 Street 40 Floor NEW YORK
Cit5

Cl lICK ONE
Ceititicd Public Accountant

Public Accountant

Accountant not resident in United States or Oil of it possessions

NY 10018

1p Code

SF1 1410 060



OATH OR AFFIRMATION

JOHN HEIDENREICH swear or affirm that to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

SPENCER TRASK VENTURES INC as of

DECEMBER 31 2012 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 customer except as follows

1O1AM SER
puBuc sTkTE OF IW VOR

No 01S06%95944

Signature

in orange Cou

Expires
Novembe3

PRESIDENT

Title

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation or Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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

Supplemental Independent Auditors Report on Internal Accounting Control

Notary Public

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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INDEPENDENT AUDITORS REPORT

To the Stockholder of

Spencer Trask Ventures inc

Report on tile Financial Statement

We have audited the accompanying statement of financial condition of Spencer

Trask Ventures Inc the Company as of December 31 2012 that is filed pcrsuant to

Rule 17a-5 under tile Securities Exchange Act of 1934 and the related notes to the

financial statement

Man agemn en epoizsibi1ity fr the Fin an cia Sratemn cut

Management is responsible for tile preparation and fair presentation of this

financial statement in accordance with accounting principles generally accepted in tile

United States of America this includes tile design implementation and maintenance of

internal control relevant to the preparation and fair presentation of this financial statement

that is flee from material misstatement whether due to fTaud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement based on

our audit We conducted our audit in accordance with auditing standards eneraliy

accepted in tile United States of America Those standards require that we plan and

perform tile audit to obtain reasonable assurance about whether this financial statement is

free of material misstatement

All audit involves performing procedures to obtain audit evidence about tile

amounts and disclosures in this financial statement The procedures selected depend on

tile auditors judgment including the assessment of the risks of material misstatement of

this financial statement whether due to fraud or error In making those risk assessments

tile auditor considers internal control relevant to the Companys preparation and fair

presentation of this financial statement in order to design audit procedures that are

appropriate in tile circumstances but not for the purpose of expressing an opinion on tile

effectiveness of the Companys internal control Accordingly we express no such

opinion An audit also includes evaluating the appropriateness of accounting policies

used and the reasonableness of significant accounting estimates made by management as

well as evaluating the overall presentation of this financial statement



We believe that the audit evidence we have obtained is sufficient and appropriate

to provide basis for our audit opinion

Opinion

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

material respects the financial position of Spencer Trask Ventures Inc as of December

31 2012 in accordance with accounting principles generally accepted in the United States

of America

March 14 2013



SPENCER TRASK VENTURES INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash 18.790

Receivable from broker 305664

Secured demand note 250000

Advances to employees net of allowance of $25.608 887.216

Securities owned at fair value 10.000

Other assets 34.708

TOTAL ASSETS .606.378

LIABILITIES AND STOCKHOLDERS EOUJTY

LIABILITIES

Payable to affiliates 17.562

Accounts payable 128562

Accrued expense and other liabilities 103.050

TOTAL LIABILITIES 249.174

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL
CREDITORS 250.000

STOCKHOLDERS EQUITY

Common stock 5000

Additional paid-in capital 66918.261

Accumulated deficit 65.8 16.057

TOTAL STOCKHOLDERS EQUITY 1.107.204

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY .606.378

The accompanying notes are an integral part of this financial statement



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

NOTE ORGANIZATION AND NATURE OF BUSINESS

Organization and Nature of Business

Spencer Trask Ventures Inc the Company is wholly owned subsidiary of

Spencer Trask Co the Parent and was incorporated in the State Delaware on

March 11 1991 In September 2000 the Company changed its name from Spencer Trask

Securities Incorporated One individual owns the Parent The Company is broker-dealer

and is member of the Financial Industry Regulatory Authority and the Securities

Investor Protection Corporation SIPC The Company became registered broker-

dealer pursuant to Section 15b of the Securities Exchange Act of 1934 on September

26 1991 The Company does not carry customer accounts and is exempt from the

Customer Protection Rule SEC Rule 5c3-3 pursuant to provision K2ii of such rule

The Company provides brokerage and investment banking services to domestic and

foreign customers In addition the Company acts as an agent/manager in private

plicement offerings whereby the securities are placed on hest-effbrts basis in

connection with the financing of such transactions

NOTE SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The Company follows accounting standards established by the Financial

Accounting Standards Board the FASB to ensure consistent reporting of financial

condition results of operations and cash flows References to Generally Accepted

Accounting Principles GAAP in these footnotes are to the FASB Accounting

Standards Codification sometimes referred to as the Codification or ASC

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 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 those estimates and the differences could be material

Cash and Cash Equivalents

For purposes of the statement of cash flows the Company considers highly liquid

financial instruments purchased with maturity of three months or less excluding finds

held in trading accounts to be cash equivalents Cash equivalents consist primarily of

bank deposits and money market accounts



SPENCER TRASK VENTURES INC
NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2012

continued

NOTE SIGNIFICANT ACCOUNTING POLICIES continued

Revenue

Fees from private placement offerings including commissions investment

banking fees and expense allowances arising from security offerings in which the

Company acts as placement agent are recorded when the transactior settles In

connection with its agency business the Company recognizes commission income

and expense on trade-date basis as securities transactions occur

Income Taxes

The Parent elected under the Internal Revenue Code to be taxed as an

Corporation effective January 2001 In addition the Parent has elected to treat the

Company an eligible subsidiary as qualified subchapter subsidiary Qsub
For income tax purposes the Qsub election resulted in deemed liquidation of the

Company into the Parent As result of the deemed liquidation the Company is not

treated as separate corporation for income tax purposes and all of the Companys
assets liabilities and items of income deduction and credit are treated as those of

the Parent The Parents stockholder is taxed on his proportionate share of the

Companys taxable income Certain specific deductions and credits flow hrough the

Company to its stockholder

No provision is made in the accompanying financial statements for federal or

state income taxes since such liabilities are the responsibility of the stockholder

The Company complies with Financial Accounting Standards Board FASB
Accounting Standards Codification ASC 740 Income Taxes which requires an

asset and liability approach to financial accounting and reporting for income taxes

Deferred income tax assets and liabilities are computed for differences between the

financial statement and tax basis of assets and liabilities that will result in taxable or

deductible amounts in the future based on the enacted tax laws and rates applicable

to the periods in which the differences are expected to affect taxable income

Valuation allowances are established when necessary to reduce the deferred income

tax assets to the amount expected to be realized

ASC 740 provides guidance for how uncertain tax positions should be

recognized measured presented and disclosed in the financial statements ASC 740

requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys tax returns to determine whether the tax positions are

more-likely-than-not of being sustained by the applicable tax authority Tax of

positions not deemed to meet the more-likely-than-not threshold would recorded

as tax benefit or expense in the current year The tax years that remain subject to

examination are 2011 2010 and 2009 The Company determined that there are no

uncertain tax positions which would require adjustments or disclosuies on the

financial statements



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE SIGNIFICANT ACCOUNTING POLICIES continued

Securities Owned

Wan-ants are recorded at fair value which is based on the sum of the amount

if any by which the estimated fair value of the underlying securities exceeds the

exercise price of the warrants plus the amount of the fair value of the option feature

of the warrant Because of the inherent uncertainty of valuation those estimated

values may differ significantly from the values that would have been used had

ready market for the investments existed and the differences could be material

Continenci es

Certain conditions may exist as of the date the financial statements are

issued which may result in loss to the Company but which will only be resolved

when one or more future events occur or fail to occur The Companys management
and its legal counsel assess such contingent liabilities and such assessment

inherently involves an exercise of judgment In assessing loss contingencies related

to legal proceedings that are pending against the Company or unasserted claims that

may result in such proceedings the Companys legal counsel evaluates the

perceived merits of any legal proceedings or unasserted claims as well as the

perceived merits of the amount of relief sought or expected to be sought therein If

the assessment of contingency indicates that it is probable that material loss has

been incurred and the amount of the liability can be estimated then the estimated

liability would be accrued in the Companys financial statements If the assessment

indicates that potentially material loss contingency is not probable but is

reasonably possible or is probable but cannot be estimated then the nature of the

contingent liability together with an estimate of the range of possble loss if

determinable and material would be disclosed

Loss contingencies considered remote are generally not disclosed unless they

involve guaranteeing in which case the nature of the guarantee would be disclosed

Fair Value Measurement Definition and Hierarchy

FASB ASC 820 defines fair value establishes framework for

measuring fair value and establishes fair value hierarchy which prioritizes

the inputs to valuation techniques Fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date air value

measurement assumes that the transaction to sell the asset or transfer the

liability occurs in the principal market for the asset or liability or in the

absence of principal market the most advantageous market Valuation

teclrniques that are consistent with the market income or cost approach as

specified by FASB ASC 820 are used to measure fair value



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE SIGNIFICANT ACCOIINTING POLICIES continued

Fair Value Measurement Definition and Hierarchy continued

The fair value hierarchy prioritizes the inputs to valuation teclmiques used to

measure fair value into three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or

liabilities the Company has the ability to access

Level inputs are inputs other than quoted prices included within Level that are

observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the

asset or liability The unobservable inputs should be developed based on the best

information available in the circumstances and may include the Companys own data

The Companys assets and liabilities recorded at fair value are categorized based

upon fair value hierarchy in accordance with ASC 820 at December 31 20

At December 31 2012 the Company had securities owned in the aggregate

amount of $1 0000 which were valued using Level inputs

NOTE CONCENTRATiONS OF CREDIT RISK

The Company maintains its cash in bank deposit accounts with major New
York financial institutions which at times may exceed federally insured limits The

Federal Deposit Insurance Corporation insures accounts up to $250.000 The

Company has not experienced any losses with respect to these deposits

The Company is engaged in various trading and 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

counterparty or issuer of the instrument It is the Companys policy to review as

necessary the credit standing of each counterparty



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE RECEI\ABLE FROM CLEARING BROKER

In May 2012 the Company entered into clearance agreement the

Agreement with RBC Correspondent Services RBC division of RBC Capital

Markets LLC and simultaneously terminated its clearing agreement with NFS RBC
is member of various stock exchanges and is subject to the rules and regulations of

such organizations as well as those of the Securities and Exchange Commission

Under the terms of the Areernent NFS clears the brokerage transactions of the

Companys customers on fully disclosed basis The Company has agreed to

indemnify RBC for losses that the clearing broker may sustain from the customers

accounts introduced by the Company The Company is required to maintain an

escrow deposit with RBC for $250000 in cash which is included in the statement of

financial condition As of December 31 2012 there were no significar.t unsecured

amounts owed to RBC by these customers in connection with normal raargin cash

and delivery against payment transactions

NOTE PROFIT SHARING 401k PLAN AND KEY EMPLOYEE STOCK PLAN

Profit Sharing 40 1k Plan

The Company maintains defined contribution retirement plan under Internal

Revenue Code Section 40 1k Employees over the age of 21 are eligib1 following

three months of service to contribute specified percentage of their salary not to

exceed the statutory limit to the plan The Companys contribution is dscretionary

The Company did not make matching contribution during the year ended December

31 2012

NOTE COMMITMENTS AND CONTINGENT LIABILITIES

On January 2011 the Company relocated to facility within New York

City and entered into sublease agreement for period of three years at 10725 per

month

The future minimum rental payments as of December 31 2012 are as follows

Year endinc December 31 Lease Commitment

2013 128.700

128.700

For the year ended December 31 2012 the total rent expense amounted to

$129000 which is included in occupancy and expense sharing on the statement of

operations



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE COMMITMENTS AND CONTINGENT LIABILITIES continued

The Company had no equipment rental commitments no underwriting

commitments and no contingent liabilities at December 31 2012 or during the year

then ended

The Company has been named as defendants in several legal aci arising

out of the normal course of its operations that claim substantial damages the final

outcome of which cannot presently be determined The Companys management after

consultation with outside legal counsel believes that the ultimate liability if any with

respect to these matters will not have material adverse effect on the Companys
financial position

NOTE SUBORDINATED BORROWINGS

The Company maintains interest fl-ce secured demand note collateral

agreements with its Parent in the amounts of $100000 and $150000 scheduled to

mature on June 12014 and September 12014 respectively

On November 16 2012 FINRA approved the Companys request to convert

the interest free secured demand note to equity which was funded by an affiliate of

the Parents sole stockholder in the amount of $595000 and scheduled tD mature on

June 2014 The conversion will result in no reduction in the Companys net capital

The conversion will be simultaneous transaction with no funds withdrawn from the

Company

These subordinated borrowings are covered by agreements approved by

FINRA and are therefore available in computing net capital pursuant to the Securities

and Exchange Commission Uniform Net Capital Rule SEC Rule 15c3-1 To the

extent that such borrowings are required for the Companys continued compliance

with minimum net capital requirements Note 11 they may not be repaid

NOTE FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

From time to time the Company sells securities that it does not cirrent1y own

and is therefore obligated to purchase such securities at future date T1T.e Company

may incur loss if the market value of securities sold increases in the future The

Company did not have an obligation to purchase securities as of December 31 2012

In the normal course of business the Companys customer activities involve

the execution settlement and financing of various customer securities transactions

These activities may expose the Company to off-balance-sheet risk in the event that

customer or other broker is unable to fulfill its contracted obligaticns and the

Company has to purchase or sell the financial instrument underlying the contract at

loss



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK continued

The Companys customer securities activities are transacted on either cash or

margin basis In margin transactions the Company extends credit to its customers

subject to various regulatory and internal margin requirements collateralzed by cash

and securities in the customers accounts In connection with these activities the

Company executes customer transactions involving the sale of securities not yet

purchased substantially all of which are transacted on margin basi subject to

individual exchange regulations

Such transactions may expose the Company to significant off-balance-sheet

risk in the event margin requirements are not sufficient to fully cover losses that

customers may incur In the event that the customer fails to satisfy its obligations the

Company may he required to purchase or sell financial instruments at prevailing

market prices to fulfill customers obligations

NOTE TRANSACTIONS WITH RELATED PARTIES

Payable to affiliates includes due to Parent for interest income on

subordinated loans in the amount of $6388 and common overhead expenses in the

amount of $11174 for total balance of$l7562 as of December 31 2012

For the year ended December 31 201 the Company shared office space with

its Parent In accordance with the expense sharing agreement the Agreement
effective July 2010 the Parent allocates percentage of the rent and certain other

overhead and administrative expenses to the Company In lieu of cash payments
these amounts are recorded as capital contributions of the Parent howeve the Parent

has the discretion to make capital contributions to the Company in lieu of cash

payments or to be reimbursed by the Company The Parent has adequae resources

independent of the Company to pay these expenses and the Company has no

additional obligation either direct or indirect to compensate third party for these

expenses The Agreement includes provision for monthly fee to the Parent For

the year ended December 31 2012 capital contributions made in Ueu of cash

payments amounted to $396689

Advances to employees represent commission earned by sales representatives

for which advances are taken against of December 31 2012 this amount was

$887.2 16 net of allowance for uncollectibles of $25.608 which is included on the

statement of financial condition

As part of its standard private placement fee the Company receives warrants

entitling the Company to acquire stock of the entity for which the Company is raising

capital On the date of receipt these warrants have little or no value as the exercise

price corresponds to the underlying stocks offering price These warrarts typically

are transferred to the Parent for no consideration At December 31 2012 the

Company had warrants not yet distributed to the Parent that had no market value



SPENCER TRASK VENTURES fNC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2012

continued

NOTE FIXED ASSETS

Details of fixed assets at December 31 2012 are as follows

Leasehold improvements .284

Computer equipment 64.258

Total fixed assets at cost 95.542

Less accumulated depreciation _5 .542

Net fixed assets

As of December 31 2012 fixed assets is fully depreciated and depreciation

amounted to 1643 which is included on the statement of operations

NOTE 11 NET CAPITAL REQUiREMENTS

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule

15c3-1 which requires the maintenance of minimum net capital and recuires that the

ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to

Equity capital may not he withdrawn or cash dividends paid if the resulting net

capital ratio would exceed to At December 31 2012 the Company had net

capital of 5331.063 which was $231063 in excess of its required ret capital of

$100000 The Companys net capital ratio was .73 to

NOTE 12 GUARANTEES

FASB ASC 460 Guarantees requires the Company to disclose information

about its obligations under certain guarantee arrangements FASB ASC 460 defines

guarantees as contracts and indemnification agreements that contingently

require guarantor to make payments to the guaranteed party basec on changes

in an underlying factor such as an interest or foreign exchange rate security or

commodity price an index or the occurrence or nonoccurrence of specified

event related to an asset liability or equity security of guaranteed party This

guidance also defines guarantees as contracts that contingently require the

guarantor to make payments to the guaranteed party based on ancther entitys

failure to perform under an agreement as well as indirect guarantees of the

indebtedness of others

The Company has issued no guarantees effective at December 31 2012 or

during the year then ended



SPENCER TRASK VENTURES INC

NOTES TO FINANCIAL STATEMENT
DECEMBER 31 2012

continued

NOTE 13 SUBSEQUENT EVENTS

For the period from January 2013 through the date of this report there were

capital contributions of 332000 The Company has further evaluated subsequent events

and no more events have been identified which have been deemed material


