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OATH OR AFFIRMATION

1, 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, 2013 , 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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A Notary Public ﬁ

is 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 Proprietor’s Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

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

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 or Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

An Oath or 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 previous audit.
Supplemental Independent Auditors’ Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Stockholder of
Spencer Trask Ventures, Inc.:

We have audited the accompanying statement of financial condition of Spencer
Trask Ventures, Inc. (the “Company™) as of December 31, 2013 that is filed pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the
financial statement.

Management’s Responsibility for the Financial Statement

Management is responsible for the mcpa ation and fair presentation of this
financial statement in accordance with accountis ng principles \um(ily accepted in the
United States of America; this includes the design. implementation, and maintenance of
internal control relevant to the preparation and fair on of this financial statement

that is free from material misstatement. whether due to fraud or error

nresentat

Auditor’s 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 generally
accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether this financial statement is
free of material misstatement,

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in this financial statement. The procedures selected depend on
the auditor’s judgment. including the assessment of the risks of material misstatement of
this financial statement, whether due to fraud or error. In makin 1¢ those risk assessments,
the auditor considers internal control relevant to the Com wany's preparation and fair
presentation of this financial statement in order to design 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, Arwmw?‘w‘ . we express no such
opinion, An audit also includes evaluating the appropriateness (»i accounting policies
used and the reasonableness of significant ¢ iccounting 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 a 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
31,2013 in accordance with accounting principles generally accepted in the United States
of America.

ERREEX G- S

New York, New York
March 10, 2014
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SPENCER TRASK VEN
[ ONDITION

STATEMENT OF FINANCIAL C
DECEMBER 31, 2013

Cash

Receivable from broker

Secured demand note

Advances to employees (net of allowance of $223.370)
Promissory notes receivable

Other assets

TOTAL ASSETS

LIABILITIES:

Payable to affiliates

Accounts pavable

Accrued expense and other labilities

TOTAL LIABILITIES

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL
CREDITORS

STOCKHOLDER’S EQUITY

Common stock

Additional paid-in capital

Accumulated deficit

TOTA

LSTOCKHOLDER'S EQUITY

TOTAL LIABILITIES AND STOCKHOLL EQUI

The accompanying notes arc an integral part of this financial statement.

S

645,109
270,527
250,000
983.605
854.798
302.748

3.606.787

5,000
62.779.076

_(59.893.667)

¢ 3
LA

_2.891.009



NOTE 1

NOTE 2

SPENCER TRASK VENTURES, INC
NOTES TO FINANCIAL STATEMENT
DECEMBER 31. 2013
ORGANIZATION AND NATURE OF BUSINESS

Oroanization and Nature of Bus

Spencer Trask Ventures, Inc. (the "Con mpa ny") is a wholly owned subsidiary of
Spencer Trask & Co. (the ' I’m‘cm”‘) and was incorporated in the State of 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 a
broker-dealer and is a member of the Financial Industry Regulatory  Authority
(“FINRA™) dﬂd the Securities Investor Protection Corporation ("SIPC"). The Company
became a registered broker-dealer pursuant to Section 15(h) of the Securities Fxchange
Act of 1934 on S@ptc‘s nber 20, 1991, The (‘mnpm\/ does no{ Carry customer accounts
and is exempt from the Customer Protection Rule (SEC Rule 15¢3-3) pursuant to
provision K(2)(ii) of such rule. The Company provides brokerage and invcs‘tmcnt
banking services to don cﬂ ic and foreign customers. In addition, the Company acts a

an agent/manager in ; vate ])um nent off\:mws whereby :he securities are placed on a
"best-efforts" basis in connection with the financing of such transactions.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Accountine:

The Company follows accounting - stan dd s csmH shed by the Financial
Accounting Standards Board (the "FASB”") to ensure consistent reporting of financial
condition, results of operations. and cash lows. I\\,i erences to Generally Accepted
Accounting Principles ("GAAP™) in these foolnotes are to thc; FASB Accounting
Standards Codit mt 1on, sometimes referred to as the "Codilication” 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 1w:mpi the amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the dznc of the fina mial statements and
reported amounts 01 revenues and expenses during the reporting period. Actual results

could differ from those estimates and the differences could be mml(xl.

ions that affec

Cash and Cash Equivalents:

For purposes of the statement of cash flows. the Company considers highly
liquid financial instruments purchased with a maturity of three months or less excluding
funds held in trading accounts, to be cash equivalents. Cash equivalents consist
primarily of bank deposits and money market accounts.



NOTE 2

SPENCER TRASK VEN'
NOTES TO FINANCIAL \’ E \
DECEMBER 31,2013

(continued)

SIGNIFICANT ACCOUNTING POLICIES S (continued)

Revenue:

Fees from private placement offerings. including commissions, investment
banking fees, and expense allowances arising from security offer rings in which the
Company acts as a placement agent are recorded when the t dn%uctim settles. In
connection with its agency business, the Company recognizes commission income and
expense on a trade- cm basis as securities transactions oceur.

Income Ta

The Parent clected. under the Internal Revenue Code. to be taxed as an S
Corporation. effective January 1. 2001. In addition. hc l’m‘cm has elected to treat the
Company (an eligible subsidiary) as a qualified sube hapter S subsidiary ("Qsub™). For
income tax purposes, hc Qsub election resulted ix' a deemed liquidation of the
Company into the Parent. As a result of the deemed liquidation, the Company is not
treated as a scparate cm‘pomllon for income tax purpogcs and all of the Company's
assets. lia biliﬁw and items of i income, deduction and credit are treated as those of the
Parent. The Parent's stockholder is taxed on hls prop(m1<>nz'uc share of the Company's
taxable income. Certain specific dcmxcmms and credits flow through the Company to
its stockholde

No provision is made i hc ficcmn;m nying financial statements for federal or

o

state income taxes since such [i ab are the responsibility of the stockholder.

The Company complies with Financial f’\cu'n ing Standards Board (FASB)
Accounting Sl mdards Codification (ASC) 740, Income Iaxcs 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 Habilitics 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 cxpsctcd to alfect 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 unceriain tax positions should be
z‘ccwn'?cd. measured, presented and disclosed in the financial statements. ASC 740
requires the evaluation of tax positions taken or expected to be taken in the LOL rse of
pze;mm La the Com xmv" 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 be recorded as a tax benefit
or expense in the current vear. 'H‘m m,\’ vears that remain subject (o examination are
2012, 2011, and 2010. The Company determined that there are no uncertain tax
positions which would require adjustments or disclosures on the financial statements.

1



NOTE 2

LIl

SPENCER TRASK VENTURES, INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31,2013
(continued)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Contingencies:

Certain conditions may exist as of the date the financial statements are
issued. which may result in a loss to the Company but which will only be resolved
when one or more future events occur or fail to occur, The Company's management
and its legal counsel assess such contingent labilities, 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 Company's Iega! counsel evaluates the
perceived merits of any legal proceedings or unasserted claims as well as the
perceived merits of the amount of relief sou ghl or expected to be sought therein. If
the assessment of a contingency indicates that it is probable that a material loss has
been incurred and the amount of the liability can he estimated, then the estimated
liability would be accrued in the Company's financial statements. I the assessment
indicates that a potentially material loss contingency is not probable but is
reasonably possible. or is pmbab!c but cannot be estimated, then the nature of the

(

v
contingent liability. together with an estimate of the range of possible Joss if
determinable and material. would be disclosed

Loss contingencics considered remote are generally not disclosed unless they
mvolve 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 a framework for
measuring fair value. and establishes a 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 a liability in an orderly transaction
between market participants  at the measurement date. A fair value
measurement assumes {lmt the transaction to sell the asset or transfer the
liability occurs in the principal market for the asset or liability or, in the
absence 01‘ a principal market. the most advantageous market. Valuation
techniques that are consistent with the market. income or cost approach, as
specified bv FASB ASC 820, are used to measure {air value.

The f‘ ur value hierarchy prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities the Company has the ability to access,



NOTE 2

NOTE 3

NOTE 4

SPENCER TRASK VENTURES, INC.
NOTES TO HI\/\)\UM STATEMENT
DECEMBER 31,2015

(contmucd)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value Measurement — Definition and Hierarchy (conti inued):

Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or Hability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on management's own
assumptions about the assumptions t 'I’mt‘ arket participants would use in pricing the
asset or liability. The unobservable inputs should be developed based on the best
nformation available in the circumstances and may include the Company's own data.

The Company’sassets and liabilities recorded at fair value are uucgm 1zed based
upon a fair value hierarchy in accordance with ASC 820 at December 31. 2013

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 Insu urance 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. hmks and other financial institutions.
In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The risk of default icpcnd% on the creditworthiness of the
counterparty or issuer of the instrument. It is the Company's policy to review, as
necessary. the credit standing of cach counterparty.

RECEIVABLE FROM CLEARING BROKER

In May 2012 the Company en z“cd iﬂm a clearance agreement (the "Agreement”)
ith RBC Correspondent Services (“RBC™) a division of RBC Capital Markets LLC. RBC
s a member of various stock exchanges amd 1s subject to the rules and regulations of such
organizations as well as those of the Securities and f"\'chanwe Commission. Under the terms
of the Agreement, RBC clears the brokerage transactions of the C ompany's customers on a
fully disclosed Iams. 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 eserow “i“posi( with RBC for $250.0( )O in cash, which
is included in the statement of financial condition. As of December 31, 2013. there were no
significant unsecured amounts owed to RBC by thcsc customers in connection with normal
margin, cash and delivery against payment transactions,



NOTE 5

NOTE 6

NOTE 7

Hv’\‘w\ VENTURES, INC.
[/\,%I ATEMENT
“R31.2013

(’umt muoed)

PROMISSORY NOTES RECEIVABLE

In 2013, the Company purchased a series of 6% convertible promissory notes
of Metavana, Inc., a Delaware Corporation (the “Issuer”) with maturity dates of
December 31, 2014, unless. and to the extent. they are converted into shares of series
C preferred stock. The notes contain a mandatory conversion provision in the event
the Issuer reccivcs aggregate ross proceeds of at least Two Million Dollars
($2.000,000) in a financing.  The Issuer unconditionally promised to repay the
Company %854 798. based on the uibrc mentioned terms. The amount is included on
the statement of financial condition. The Issuer promises to pay interest on a mont hly
basis at a rate of six percent (6%) per annum. on the unpaid principal amount of the
loan, until such principal amount i< } aid in full, on the maturity date, unless they are
converted into shares of series C preferred stock.

PROFIT SHARING 401(k) PLAN AND KEY EMPLOYEE STOCK PLAN
Profit Sharing 401(k) Plan

The Company maintains a defined contribution retirement plan under Internal
Revenue Code %Lu ion wm ). 17 mployees over the age of 21 are eligible, following

three months of service, to contribute a specified percentage of their salary, not to
exceed hc statutory l Wit, 1o mc plan. The Company's contribution is discretionary.
The Com } did not make a matching contribution during the year ended December
.

31,2013

COMMITMENTS AND CONTINGENT LIABILITIES

On December 11, 2013. the Company relocated (o a facilit ty within New York
City and entered into a rental agreement for a period of six months at $6,535 per
month.

The future minimum rental payments as of December 31, 2013 are as follows:
Year ending December 31, Lease Commitment
2014 32.675

For the year ended December 31,2013, the (otal rent expense amounted to
$126,485, which is included in occupancy and expense sharing on the statement of
operations. The Company had no cquipment rental commitments. no underwriting
commitments and no contingent liabilities at December 31. 2013 or during the year
then ended.



NOTE 7

NOTE 8

NOTE 9

SPENCER TRASK VENTURES, INC.
NOTES TO FINANCIAL STATEMENT
DECEMBER 31,2013
(continued)

COMMITMENTS AND CONTINGENT LIABILITIES (continued)

The Company has been named as defe mizmis i several legal actions arising
out of the normal course of its operations that claim substantial damages, the final
outcome of which cannot presel m hc dcwmmncd. T hc Company’s management, after
consultation with outside le sel. believes that the ultimate lability. if any, with
respect to these matters mH not Im\fc a material adverse effect on the Company’s
financial position

SUBORDINATED BORROWINGS

The C"ozm pany  maintains interest free secured demand note collateral
ageemems with its Parent in the amounts of $100.000 and $150.000. scheduled to
1
L

e Yy St e e P A e ’ ;
mature on June 1, 2014 and September 1. 2014 respectively,

agreements approved by
ursuant to the Securities
SEC Rule 15¢3-1). To the
the Company's continued compliance
M. )

: These subordinated bori‘m\"mi% are mwzui by
FINRA and are therefore available '
and Exchange Commission Lfnif“wm z\fcx
extent that such ‘o<>i'r<s\\=ix‘w\' are required {
with minimum net capital requirements (Note 1( ey may not be repaid.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

In the normal course of business. the Company's customer activities involve
the ~execution, \'cuIe‘nmt zmd servicing  of various  customer  securities
transactions. These activities may k\}')O‘\a, the Company to off: bc tlance-sheet risk in
the event the customer is unable to fulfill its cor 1 icted obligations to settle the
transaction and the Company has; to purchase or sell the financial instrument
underlying the transaction at a loss. Pursuant (o its cleari ring agreement with RBC, the
Company introduces all of its securities transactions (o its cleari ing broker on a fully
disclosed basis. Ther 1010 all of the customers’ money balances and long and short
security positions are carried on the lmoks‘ of the clearing broker. In accordance with
the clearing agreement, the Company hus agreed (0 indemnify the clearing broker for
losses. if any. which the clearing broker may sustain from carrying securities
transactions introduced by the Company. In z‘nccm*dmcc with industry practice and
regulatory requirements. the Company and the clearin lmkor monitor collateral on
the securities transactions introduced by the Com npany Al December 31, 2013 the
receivable from clearing broker represents commissions receivable earned as an
introducing broker for the transactions of its customers,



NOTE 10

NOTL

SPENCER TRASK VI \ RES. INC.
NOTES TO FINANCIAL STATEMIENT
DECEMBER 3}, 2{H3

(continued)

TRANSACTIONS WITH RELATED PARTIES

Payable (o alliliates includes due to Parent for interest income on
subordinated loans in the amount of $6,340 and common overhead expenses in the
amount of $17.646 {or a total balance of $23 ‘)% as of December 31, 2013

For the year ended December 31,2013, the Company shared office e space with
its Parent. In accordance with the expense sharing a agreement (the “Agreement’™).
effective July. 1. 2010. the Parent allocates a pcrcemaggc, of the rent and certain other

head and administrative expenses to the Company. In lieu of cash payments,
these amounts are recorded as capital contributions of the Parent: however. the Parent
has the di‘%crctiﬂn to make capital contributions to the Company in licu of cash
payments or to be reimbursed by the Company. The Parent has adequate resources

indeper ic}t of the Company to pay these expenses. and the C ompany has no
additional obligation. either dircet or 'x‘Iircct to compensate a third party for these
expenses. The Agreement includes a provision for a monthly fee to the Parent. For

the year ended December 31. 2()11 Lapmzl contributions made in lieu of cash
payments amounted to $106,815.

Advances to employees represent commissions carned by sales representatives
for which advances are taken against. 31,2013, this amount was
$983.605, net of allowance for uncolle O which is included on the
statement of financial condition.

As part of its standard private placement fee. the Compan y receives warrants
entitling the ("0mpzmy o acquire stock of thu entity for which the Company is raisin
capital. On the date of receipt. these warrants have litte or no \f;tlu‘ as the exercise
price corresponds to the underlying .\'mck s offering price. These warrants typically
are (ransferred to the Parent for no consideration. At Decem h ro31, 2013, ﬂk

tl

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

[$1v]

NET CAPITAL REQUIREMIEN
The Company is subject to lhc SEC Uniform Net Capital Rule (SEC Rule

15¢3-1), which 1 thmu the maintenance of minimum net capita I and requires that the
ratio of aggregate indebtedness to net cammi. both as defined. shall not exceed 15
1. Equity capital may not be withdrawn or cash dividends paid if the resulti ing net

capital ratio would C\wcd 0t 1. At E')cccmber 31,2013, the Company had net
capital o’ §1,005.857 which was $905.857 in excess of iis required net capital of
$100.000. The Company’s net capital ratio was 16 (o 1.



NOTE 12

NOTE 13

SPENCER TRASK VENTUI
NOTES TO FINANCIAT, %l
DECEMBER 31, (H
{continued)

GUARANTEES

FASB ASC 460. Guarantees, requires the Comp any to disclose information
about its obligations under certain guarantee & urangements. FASB ASC 460 defines
guarantees as contracts and indemnification agreements that contingently require
a guarantor to make payments to the guaranteed party based on changes in an
underlying factor (such as an interest or forcign exchange rate. security or
commodity price. an index or the occurrence or nonoceurrence of a specified
event) related to an asset, Ii:sbililp\* or equity security of a-guaranteed party. This
guidance also defines guarantees as contracts that contingently require the
guarantor to make pd\HC!M\ to the guaranteed party based on another entity's
failure to perform under an agreement. as well as indircct guarantees of the
indebtedness of others.

Company has issued no guarantees effectiv

ny ¢ at December 31, 2013 or
during the vear then ended.

I

SUBSEQUENT EVENTS

Subsequent events have been evaluated and no events have been identified
which have been deemed material.



