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OATH OR AFFIRMATION

Timothy Collins swear or affirm that to the best of

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

Security Research Associates Inc as

of June 30 20 14
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

Signature

This report contains check all applicable boxes
IZI Facing Page
III Statement of Financial Condition

IZI Statement of Income Loss
IZI Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

IZI Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

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

IZI Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for 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

EZI copy of the SIPC Supplemental Report

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

________ ///_/

Commission 1952951

ROSALINDA MALDONADO KALANI

Notary Public California

San Francisco County

Comm Expires Sep 19 2015

Notary Public

President

Title

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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REPORT OF INDEN RLGIS FERED PUBLIC ACCOUNI INC FIRM

the 3oard of Directors id Shareholders of

Security Research Associates Inc

San Francisco California

We hare audited the accorrpanying financial statements of Security Research Associates inc California

corporation which comprise the statement of financial condition as of June 30 2014 and the related

statements of income chan ges
in shareholders equity and cash flows for the yeai then ended that are filed

pursuant to Rule 7a unde the Securities xchange Act of 934 and the related notes to the financial

statements and supplemental information Security Research Associates Inc management is responsible for

these financial statements Our responsibility is to express an opinion on these financial statements based on

our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Over sight Board

United States Those stan lards require that we plan and perfonn the audit to obtain reasonable assurance

about whether the financial statements are flee of material misstatement The company is not required to have

nor we we engaged to pe form an audit of its internal control over financial reporting Our audi included

consideration of internal ct nirol Orer financial cporting as basis for designing audit procedurcs that arc

appropriate in the circumstr nces hut 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 financial

statements assessing the acer unting principles used and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit pror ides reasonable basis

for our opinion

in our opinion the financia statements ref erre to above present fairly in all material respects th financial

condition of Security Reset rch Associates Inc as of June 30 2014 and the sults of its operations and its

cash flows for the year then ended in accordance with accounting principles generally accepted in the United

States of America

he supplementary schedu Schedule as lirted on the table of contents has been subjected to audit

procedures performed in conjunction with the audit of Security Research Associates inc financial

statements The supplemental information is the responsibility of Security Research Associates Inc

management Our audit procedures meluded determining whether the supplemental information reconciles to

the financial statements or the underlying accounting and other records as applicable and perfhrming

procedures to test the compl teness and accuracy of the information presented in the supplemental information

In forming our opinion on tire supplemental information we evaluated whether tire supplemental information

including its form arid contnt is presented in conformity with Rule l7a5 of the Securities Fxchange Act of

1934 In our opinion the snppemental inform thon is fairly stated in all material respects in relation to the

financial statements as whole

bAo1 ot
OPPER ACCOUN FANCY CORPORATION

Walnut Creek California

August 26 2014



SECURITY RESEARCH ASSOCIATES INC

Statement of Financial Condition

June 30 2014

ASSETS

Cash and cash equivalents 213514

Deposits with Wedbush 50000

Accounts receivable 37274

Securities not readily marketable 129229

Prepaids and deposits 22848

Due from related parties 1964

Furniture equipment and leasehold improvements

net of accumulated depreciation and amortization of $62625 11366

Total Assets 466195

LIABILITIES AND SHARHOLDERS EOUITY

Liabilities

Accounts payable 19869

Payroll liabilities 158510

Other accruals 1175

Total Liabilities 179554

Shareholders Equity

Common stock no par value 100000 shares authorized

20238 issued and outstanding 165000

Paid in capital 163203

Retained earnings deficit 41562
Total Company equity 286641

Total Liabilities and Company Equity 466195

The accompanying notes are an integral part of these financial statements
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SECURITY RESEARCH ASSOCIATES INC

Statement of Income

For the Year Ended June 30 2014

REVENUES

Broker commissions

Investment banking

Investment income

Miscellaneous income

Total revenue

EXPENSES

Commissions

Employee related

Occupancy office supplies

Professional fees

Clearance paid to brokers

Regulatory costs

Computer expenses

Travel related

Insurance

Communications

Depreciation

Taxes state and local

Interest

Other

Total expenses

NET INCOME

193277

888284

199424

2455

1283440

706459

129702

92644

59805

28878

27235

24099

10902

4390

4219

2884

1620

1416

13053

1107306

176134

The accompanying notes are an integral part of these financial statements
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SECURITY RESEARCH ASSOCIATES INC

Statement of Changes in Shareholders Equity

For the Year Ended June 30 2014

Retained Total

Common Paid-In Earnings Shareholders

Stock Capital Deficit Equity

Balance-June3O2013 $165000 $163203 $217696 110507

Net income loss 176134 176134

Stock issued

Balance-June3O2014 $165000 $163203 41562 286641

The accompanying notes are an integral part of these financial statements
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SECURITY RESEARCH ASSOCIATES NC
Statement of Cash Flows

For the Year Ended June 30 2014

CASH FLOWS FROM OPERATING ACTIVITIES

Net income loss

Adjustments to reconcile net income to net

cash provided by used in operating activities

Depreciation expense

Changes in assets and liabilities

Increase decrease in operating assets

Deposits in Wedbush

Accounts receivable

Securities not readily marketable

Deposits and prepaid expenses

Due from related parties

Increase decrease in operating liabilities

Accounts payable and accrued liabilities

Payroll related liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to fixed assets

Net cash used in investing activities

176134

2884

20
3926

128995
623

1964

8581
152712

196719

4266

4266

NET INCREASE IN CASH 192453

CASH AT BEGINNING OF YEAR 21061

CASH AT END OF YEAR

Supplementary cash flow information

213514

Income taxes paid

Interest paid

800

1416

The accompanying notes are an integral part of these financial statements
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SECURITY RESEARCH ASSOCIATES

Notes to Financial Statements

June 30 2014

General Information and Summary of Significant Accounting Policies

Nature of Operations

Security Research Associates Inc the Company was incorporated January 29 1980 The

Company is licensed securities broker-dealer registered with the Securities and Exchange

Commission the SEC and the Financial Industry Regulation Authority the FINRA and is

engaged in investment banking and the sale of marketable securities primarily in Northern

California

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting wherein income is

recognized as earned and expenses are recognized when incurred

Security Transactions and Commissions

In accordance with industry practice securities transactions and related commission revenues and

expenses are recorded on settlement date basis The Company has entered into contracts with

Wedbush Morgan Securities who has agreed to act as clearing brokers on fully disclosed basis for

all the Companys dealings with customers securities accounts Accordingly the Company has no

direct receivables or payables to customers or brokers as result of customer securities transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date as if they had

settled Profit and loss arising from all securities transactions entered into for the account and risk of

the Company are recorded on trade date basis Customers securities transactions are reported on

settlement date basis

Marketable securities are valued at fair value in accordance with GAAP Securities not readily

marketable include securities for which there is not market on securities exchange or an

independent publicly quoted market and securities which cannot be offered or sold because of

restriction on the transfer of the security are carried at estimated fair value as determined by the

Board of Directors

Investment Banking

Investment banking revenues include gains losses and fees net of syndicate expenses arising from

securities offerings in which the Company acts as an underwriter or agent Investment banking

revenues also include fees earned from providing merger-and-acquisition and financial restructuring

advisory services Investment banking management fees are recorded on offering date sales

concessions on settlement date and underwriting fees at the time the underwriting is completed and

the income is reasonably determined
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SECURITY RESEARCH ASSOCIATES NC
Notes to Financial Statements

June 30 2014

General Information and Summary of Significant Accounting Policies continued

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as securities

transactions occur

Furniture and Equipment and Depreciation

Furniture and equipment with cost basis in excess of $1500 are capitalized and stated at cost

Depreciation is provided on straight-line basis using estimated useful lives of three to ten years

Normal repairs and maintenance including website maintenance computer hardware replacement

parts or computer software upgrades are expensed as incurred

Depreciation is computed on the straight-line method over estimated useful lives as follows

Computer software years

Equipment years

Furniture years

Income Taxes

The Company provides taxes on those due currently and those deferred to future periods as of the

date of the financial statements utilizing currently enacted tax laws and rates Deferred tax expenses

or benefits are not recognized in the financial statements because there are no changes in deferred tax

liabilities or assets between years

Concentrations of Risk

Substantially all of the Companys cash is on deposit at one financial institution and the balance at

times may exceed the federally insured limit Due to the strong credit rating of this financial

institution the Company believes it is not exposed to any significant credit risk to cash The

Company considers all highly liquid financial instruments purchased with an original maturity of

three months or less to be cash equivalents

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with U.S GAAP 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 revenues and expenses during the reporting period Actual results could differ from those

estimates
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SECURITY RESEARCH ASSOCIATES

Notes to Financial Statements

June 30 2014

General Information and Summary of Significant Accounting Policies continued

Commitments and Contingencies

Accordingly to an indemnification clause in the Companys clearing agreement should the

Companys customers fail to settle security transactions the Company will indemnify the clearing

broker-dealer to the extent of the net loss on the unsettled trade As of June 30 2014 the Company

had not been notified by the clearing broker-dealer nor was management aware of any potential

losses

Subsequent Events

Management has evaluated events through August 26 2014 the date on which the financial

statements were available to be issued No events have occurred subsequent to year-end that require

adjustment to or disclosure in the financial statements

Fair Value Measurements

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 fair 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 techniques that are

consistent with the market income or cost approach as specified by FASB ASC 820 are used to

measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques 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

Additionally U.S GAAP requires enhanced disclosure regarding instruments in the Level

category which have inputs to the valuation techniques that are unobservable and require significant

management judgment
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SECURITY RESEARCH ASSOCIATES INC
Notes to Financial Statements

June 30 2014

Fair Value Measurements continued

The following table presents the Companys fair value hierarchy for those assets and corresponding

liabilities measured at fair value on recurring basis as of June 30 2014

Security Type Level Level Level Total

Restricted Warrants

Flux Holdings FLUX 142620 $142620

Wave Systems WAVX 3794 3794

Unrestricted Warrants

Wave Systems WAVX 12785 12785

Accelerize ACLZ 11000 11000

Imaginetix IAGXQ 3725 3725

Total Warrants Fair Value 27510 146414 173924

Unrestricted Stock

Wellness Center WCUI 3851 3851

Blue Earth BBLU 24500 24500

Findex FIND 150 150

Restricted Stock

Novint NVNT 21 21

Pure Water private 1000 1000

Unknown difference 150 150

Total Stock Fair Value 28501 21 1150 29672

Fair value before Discounts 56011 146435 1150 203596

Discounts

Level 0%
Level 50% 73217 73217
Level 100% 1150 1150

Total Warrants/Stocks 56011 73218 $129229

The Company received $43068 in proceeds from the sale of securities all of which were gross

realized gains on these sales included in investment income on the Statement of Income
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SECURITY RESEARCH ASSOCIATES

Notes to Financial Statements

June 30 2014

Restricted Deposit

The Company has deposited $50000 with Wedbush Morgan Securities as security for its

transactions with them Interest on the deposit is paid on monthly basis at the average overnight

repurchase agreement rate

Lease Commitment

The Company leases its offices under the terms of noncancelable operating leases which expire in

December 2016 Minimum rental payments for the next three years are

Fiscal

Year- end

6/30/2015 59341

6/30/2016 61119

6/30/2017 31010

Total 151470

Pension Plan

The Company has established 401k pension plan which covers all employees with over one year

of service Under the terms of the plan the Company is required to make safe harbor contribution

of 3% For the fiscal year ended June 30 2014 this amounted to $1046

Net Capital Requirement

As registered broker and dealer in Securities the Company is subject to the Securities Exchange

Commission Uniform Net Capital Rule Rule 15c3-1 which requires the maintenance of minimum

net capital and requires the ratio of aggregate indebtedness to net capital as defined shall not exceed

15 to The Company had ratio of 1.94 to at June 30 2014 Both aggregate indebtedness and net

capital change from day to day At June 30 2014 the Company had net capital as defined of

$92397 which exceeded the minimum requirement of $11970 by $80427

Income Taxes

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 The measurement of

unrecognized tax benefits is adjusted when new information is available or when an event occurs

that requires change

10



SECURITY RESEARCH ASSOCIATES INC

Notes to Financial Statements

June 30 2014

Income Taxes continued

Currently the Company has net operating loss NOL canyforward that can be used to offset

taxable income in future years The federal carryforward amount is $79377 and expires in 2033 The

state NOL is $145793 and expires in 2032 $42272 and 2033 $103521

No asset is recorded in the financial statements for deferred tax asset

Fixed Assets

At June 30 2014 the fixed assets were as follows

Furniture and equipment 73991

Depreciation of furniture and equipment 62625
Total fixed assets and leasehold improvements 11366

Furniture and equipment are stated at cost and are being depreciated on straight-line basis over

the estimated useful lives of the related assets

-11-
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SECURITY RESEARCH ASSOCIATES 1NC

Schedule

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

June 30 2014

Company equity as adjusted 286641

Assets not allowed for net capital purposes

Accounts receivable 30801
Deposits and prepaid assets 22848
Net furniture and equipment 11366 65015

100% haircut on securities warrants 129229
Total net capital 92397

Minimum net capital required

Greater of 6-2/3% of aggregate indebtedness $179554
or $5000 11970

Net capital in excess of requirement 80427

Aggregate indebtedness total liabilities 179554

Ratio of aggregate indebtedness $179554 to net capital $92397 1.94 to

Reconciliation of above net capital to FOCUS Report filed

Aggregate Net Ratio

Indebtedness Capital AIINC

Per submitted computation 178754 249312 0.72 to

Change in accrued liabilities 800 800
Haircut on securities 156115

Per statements as fmalized 179554 92397 1.94 to

12



RFPORF OF INDEPENDENT REGiS FERED PUBI IC ACCOUNf1NG FIRM

10 the Board of Directors and Shareholders

of Security Research Asso iates Inc

San Francisco California

We have reviewed manageir ents statements included in the accompanying Exception Report Pursuant

to SEC Rule l7A5 in which Security Research Associates Inc the Company identified the

following provision of 17 CFR cU3k under which the Company claimed an exemption from 17

CYR 240.15c3-3 the excmption provisions and the Company stated that thc Company

met the identified exemption provisions thr ughout the most recent fiscal year without exception The

Company management is iesponsiblc foi compliance with the exemption piovisions and its statements

Our re iew was conducted in accordance with the standards of the Public Company Accounting Oversight

Board United States and accordingly included inquiries and other required procedures lo obtain

evidence about the Companys compliance with the exemption provisions review is substantially less

in scope than an examinatto the objective of which is the expression of an opinion on xnanagemenfs

statements Accordingly we do not express suh an opinion

Based on our review we are not aware of any material modifications that should be made to mariagements

statements referred to aho for them to he fairly stated in all material rcsprcts based on the piovisions

set forth in paragraph k2ii of Rule 5c33 under the Securities Exchange Act of 1934

edfTf
CROPPF ACCOUNTANCY CORPORAl ION

Walnut Creek California

August 26 2014
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EXEMPTION REPORT PURSUANT TO SEC RULE 17 A-5

Security Research Associates Inc claims an exemption from 17 C.F.R 240.1 5c3-3 under provision 2u
in paragraph

Security Research Associates Inc met the exemption provisions identified above throughout the year

ended June 30 2014 without exception

-14-



INDEPFNDENT AUDiTORS RI PORT ON APPLYING AGRFFD4JPON

PROCEDURFS TO AN ENTYIYS_SIPC ASSESSMENT RECONCIIJA1ION

To the Board of Directors

SECURITY RESEARCH ASSOCIAI ES INC

San Fraicisco California

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have pcrfo mcd the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Form SIPC7 to the Securities Investor Protection Corporation SIPC for the year ended June iO 2014

which were agreed to by SI CURITY RESEARCH ASSOCIATES INC and the Securities and Exchange

Commission Financial Industry Regulatory Authority mc SIPC and othei designated examining

authorities solely to assist you and the other specified parties in evaluating SECURITY RESEARCH

ASSOCIATES INCs compliance with the applicable instructions of Form SIPC SECURITY

RESEARCH ASSOCIATES INCs management is responsible fbr compliance with those requirements

his agreedupon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these procedures

is solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the
pi

ocedures described below either for the purposc for which

this report has been requested or fbr any other purpose The procedures we perlhrmed and our findings are

as follows

Compared the listei assessment payments in Form SIPC7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-l7A-5 fbi the year ended June 30 2014 as

applicable with the amounts reported in Form SIPC-7 for that period noting no differences

Compared any adjustments reporled in onu SIPC7 with supporting schedules and working

papers noting no di Terenccs

Proved the arithmetical accuracy of thc calculations reflected in Form SIP and in the related

schedules and work ng papers supporting the adjustments noting no difiercnces

Compared the amount of any overpayment applied to the current assessment with the Form SIPC7

on which it was ori inally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procdures other matters might have come to our attention that would rye been

reported to you
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This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

4411 -i
CROPPER ACCOUNTANCI CORPORATION
Walnut Creek California

August 26 2014
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SECURITIES INVESTOR PROTECTION CORPORATION
P0 Box 92185 Washington D.C 20090-2185

202-371 -8300

General Assessment Reconciliation

Fir rue cai yai enceC 6i302014

Ri.i ran t.t ur WCk.4 Cupy teL .ipietn miS

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

SIPC-7

i33-REV lOi

Name of Member address Designaled Examining Authority 1934 Act cegistaluon no and month in which tsca year ends tor

pirposes of the audit requirement ot SEC Rule 7a5

Ciu ira stssr-t nti 2e lucru p.te

Note It any of the intormalton shown or the

mailing label reqwres correction please e-mail

any corrections 10 locm@sipc.org and so

indicate on the form tiled

Name and telephone numbsr 01 person to

contact respecting this form

Ad tLj 9.24..7c

les -en made with SPC-6 exclude interest

.l./__ c/4
Dale Paid

Less prior overpayment applied

Assessment balance due or overpayment

br

ad-b1c

Interest ccmputed on late payment see instruction br days at 20% per annum

Total assessment balance and interest due br overpayment carried torward

PAID WITH THIS FORM
Check enclosed payable to SIPC

blat must be same as above

Overpayment carried forward

Suosidiaries 1S and predecessors iP included in ts form give name and 1934 Act registration numberi

The SIPC member submitting this bun and rte

person by whom it is executed represent thereby

that all intormation contained heren is true correct

and complete

Dated the _____ day at________________ 20_

Nir CtI iienI riir

tAo S-i
PLA1JAf 4-/

This form and the assessment payment is due 60 days after the end of the fiscal year Retain the WorkIng Copy of this lorm

for period of not less than years the latest years in an easily accessible place

Dates ___________
Postmarked

Calculations _________
uJ

Exceptions

us Disposition of exceptions

Received Reviewed

Documentalion _________ Forward Copy

SIPC-7

33-REV 7.lQj

0246X FINRA JUN

SECURITY RESEARCH ASSOCIATES INC

IOOPINESTSTEGO5

SAN FRANCISCO CA 941 11-5108

koseztaI td47I iut
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2c Deductions

eeenues tom the ci shares of regisired open end nvestment company or unit

nvestmel trust fcm the sae of vaiabie annuities from the business of insurance from Investment

a3sny eres renoeed 13 regsierec investment companies or insurance company sepate
acorts fc.r asatons in secuity futures p00uc15

es in conrnodt ansactons

t3 C1 lnlssio-s tloo brokerage and cearance paid to ctnr S1PC members in cenrreIin with

euitP5 rarsacticns

142 Rembursements tot postage in connection with proxy solicitation

5r Net gain rom securities in investment accounts

61 100 of commissons and markups earned from transactions in cetficaies of deposit and

Treasury bills bankers acceptances or commercial paper that maitre nine months or less

4om issuance date

i7 Direct expenses Dl printing advetising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See instruction Ci

eductions in excess of StOC.000 require documentaton

Total rtees and didena expense FOCUS Line 22 PART hA Line 13

Code 4075 pius tine 2b4i above but not in excess

oh total inteest and dividend income $________

40% ot margin interest earned on customers securities

accounts i40% of FOCUS ine Code 3960 $________

Enter the greater ot line 01 ii

Total deductions

2a SIPC Net Operating Revenues

2e General Assessment 025

ic page tine

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

roitt tr iP tscal perroc

ru tmr 71112013

irr enu.ng 6s302014

Eliminate cents
IlemPlo

2a Tolji renue FOCUS Line 12Part IA Line Code 4030

2o AcOtions

ii Total reyerr..es from the securities business of susoaries fezept foreign sr.bi0iariesl and

Dredecessors not incl.ded above

ass cr fncaclrons securil taaing accounts

oss vri oal transactions commodities tadlng accounts

4i Interest ana ddend expense deducted in determining item 2a

51 Net loss train management of or participation in the underwriting disiributien of Securities

6i Expenses other than advertising printing registration tees and legal fees aeducted determining net

profit from management of or participation in underwriing or distribution of securities

Net oss from Securities in investment accounts

Total addtions
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