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OATH OR AFFIRMATION

1, _Joseph G. Chopp - ‘ = ', swear (or affirm) that, to the best of

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

First Analysis Securities Corporation , 48
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:

'''' XX Clopr

COFFICIAL SEAL N Sia
ANGELA E. SOLIZ Q ignabdy
i

NOTARY PUBLIC, STATE OF ILLINOIS ef Financial Officer
MY COMMISSION EXPIRES 6-1-2014 Title

LS et

Notary Public I

-3

his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(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 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() AReconciliation, 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) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

MOR O B ENE OB B B B B

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
First Analysis Securities Cotporation

We have audited the accompanying statement of financial condition of First Analysis Securities
Cortporation (the Company), an Illinois corporation, as of December 31, 2013, that is filed
pursuant to Rule 172a-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 preparation and fair presentation of this financial statement
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the financial statement that is free from material
misstatement, whether due to fraud or error.

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 the financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statement, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the Company’s preparation and fair presentation of the financial statement in order
to design audit procedures that ate apptopriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s 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 the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd
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Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the financial position of First Analysis Securities Corporation as of December 31, 2013, in
accordance with accounting principles generally accepted in the United States of Ametica.

Ny,

Chicago, Illinois
February 27, 2014

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



First Analysis Securities Corporation
STATEMENT OF FINANCIAL CONDITION
Year ended December 31, 2013

ASSETS
CASH AND CASH EQUIVALENTS $14,019,873
ACCOUNTS RECEIVABLE 2,027,559
RECEIVABLES FROM AFFILIATE 1,274,292
RECEIVABLES FROM CLEARING BROKER 405,341
INVESTMENT SECURITIES 976,850
DEFERRED TAX ASSET -
TOTAL ASSETS $18.703,915
LIABILITIES AND STOCKHOLDER’S EQUITY
LIABILITIES _
Accounts payable and accrued expenses $ 2,937,391
Payable to affiliate 870,405
Deferred revenue 57.198
Total liabilities 3,864,994
STOCKHOLDER’S EQUITY
Common stock, $1 par value; 1,000 shares authorized,
issued and outstanding 1,000
Paid-in capital 14,932,489
Accumulated deficit (94.568)
Total stockholder’s equity 14,838,921
TOTAL LIABILITIES AND
STOCKHOLDER’S EQUITY $18.703.915

The accompanying notes are an integral part of this statement.
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First Analysis Securities Corporation
NOTES TO STATEMENT OF FINANCIAL CONDITION
December 31, 2013

NOTE A - ORGANIZATION

First Analysis Securities Cotporation (the Corporation) is a wholly owned subsidiary of First Analysis
Corporation (the Parent). The Corporation is a broker-dealer registered with the U.S. Securities and Exchange
Commission (SEC) and is 2 member of the Financial Industry Regulatory Authority, Inc. The Corporation acts
as an introducing broker in executing customer transactions and is an investment banker engaging in
underwritings and private placements.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES
Investment Securities

Investment securities are carried at fair value as determined by the Corporation. A security listed on a
recognized securities exchange or traded over the counter is valued at its last sales price of, if no sale occurred
on such date, at the bid price. At December 31, 2013, investment securities consisted of shares of the
NASDAQ Stock Market, Inc., shares of RA Medical Systems, Inc., and warrants of Streamline Health Solutions,
Inc. The cost basis of these securities totaled $700,847.

Fair Value Measurements

The Corporation defines fair value as the amount to be received to sell an asset in an ordetly transaction with
market participants at the reporting date. The fair value is determined by the Corporation as follows:

e A security that is listed on a recognized securities exchange or traded pursuant to the National Association
of Securities Dealers Automatic Quotation system will be valued at its most recent sale price or, if no sale
occurred on such date, at the most recent bid price.

e A security that is otherwise traded over the counter will be valued at the most recent bid price discounted
to reflect any restrictions on transfer.

e All other investments will be valued by the Corporation in the absence of readily ascertainable market
values. In determining the valuation of such securities, the Corporation considers the internal and external
variables, including the current holding period of the investment, transactional events, market events,
economic conditions and the industry environment.

The Corporation classifies its investments into Level 1, which refers to securities traded in an active market;
Level 2, which refers to securities not traded on an active market but for which observable market inputs are
readily available or Level 1 securities that have a contractual restriction; and Level 3, which refers to securities
not traded in an active market and for which no significant observable market inputs are available. At December
31, 2013, the Corporation’s assets were classified as follows, based on fair values:

Level 1 Level 2 Level 3 Total
Money matket funds (1) $13,705,078 $ - $ - $13,705,078
Domestic equity securities 445,760 513,590 17,500 976,850

(1) Included in cash and cash equivalents on the accompanying statement of financial condition.
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First Analysis Securities Corporation
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED
December 31, 2013

The following table presents a reconciliation of the beginning and ending balances of the fair value
measurements using significant unobsetvable inputs (Level 3):

Assets
Balance, January 1, 2013 $ -
Total gains or losses (realized and unrealized) included in the statement of operations

Purchases and sales, net 17,500
Transfers in and/or out of Level 3 -

Balance, December 31, 2013 $17.500
Income Taxes
Income taxes ate provided at the statutory rate based on income reported in the financial statements.

The Corporation is a member of a controlled group for income tax purposes and files as part of a consolidated
federal income tax return with the Parent. The Corporation reports income taxes based on the separate
company methodology.

The Corporation’s provision for income taxes is calculated using the asset and liability method. The
measurement of deferred tax assets and liabilities is based on enacted tax rates that will be in effect when the
deferred items are expected to be realized. Deferred tax assets are reduced, if necessary, by the amount of such
benefits that are not expected to be realized based on available evidence.

A tax position is recognized as a benefit only if it is more likely than not that the tax position would be sustained
in a tax examination, with a tax examination being presumed to occur. The amount recognized is the largest
amount of tax benefit that has a greater than 50% likelihood of being realized on examination. As of December
31, 2013, the open tax years are 2010 through 2013. For tax positions not meeting the more likely than not
test, no tax benefit is recorded. The Corporation did not have any material amounts accrued for interest and
penalties at December 31, 2013.

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. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents include cash at banks, money market funds, and money market accounts.
The Corporation is exposed to concentrations of credit risk. The Corporation maintains cash and cash -
equivalents at a financial institution where the total cash balance is insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000 per depositor, per bank. At times, the Corporation may maintain balances

in excess of FDIC limits. In addition, the Corporation holds money market funds and money market accounts
with a financial institution where the Corporation is exposed to credit risks associated with the performance of
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First Analysis Securities Corporation
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED
December 31, 2013

the counterparty. The Corporation monitors these credit risks at financial institutions and has not experienced
any losses related to these risks.

NOTE C - RELATED-PARTY TRANSACTIONS

The Corporation pays the Parent 85% of its pretax profits, or receives reimbursement from the Parent for 85%
of its pretax losses, for utilities and compensation of the research and administrative statf. These payments or
reimbursements are calculated by excluding realized and unrealized gains and losses on securities held for the
Corporation’s own account. In addition, 5% of any pretax profits is payable as a dividend to the Parent. These
payments or reimbursements are made on a monthly basis. The Corporation pays the Parent for rent on a pro
rata basis of the Parent’s total rent payments. As the underlying lease has a rent holiday and escalation clauses,
the Corporation records rent expense on a straight-line basis. The difference between the rent expense
recorded and the actual payments to the Parent is recorded as a liability. At December 31, 2013, the accrued
rent liability of $44,452 is included in accounts payable and accrued expenses on the accompanying statement
of financial condition.

At December 31, 2013, the Corporation had a receivable from the Patent in the amount of $1,274,292, and a
payable to the Parent in the amount of $870,405.

The Parent has a stock option plan. Vatious employees of the Corporation have stock options under such
plan.

NOTE D - COMMITMENTS

The Corporation is an introducing broker and clears all transactions for customers on a fully disclosed basis
with another broker-dealer. In connection with this arrangement, the Corporation has guaranteed the
petformance of its customers and is contingently liable for the payment of securities purchased and the delivery
of securities sold by customers. The Corporation’s clearing broker clears its over-the-counter market-making
activities. As such, the clearing broker has a required deposit of $250,000 for the Corporation’s customer
activity, which can be in cash or securities. This deposit is included in receivables from clearing broker on the
accompanying statement of financial condition. The Corporation cannot determine the maximum exposure
under the guarantee as the amount is contingent on the number of transactions and, accordingly, has not

recorded a liability.

NOTE E - NET CAPITAL REQUIREMENTS

The Cotporation is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) (the Rule). Under the Rule,
the Corporation is required to maintain net capital equivalent to $100,000 or 6-2 /3% of aggregate indebtedness,
whichever is greater, as these terms are defined.



First Analysis Secutities Corporation
NOTES TO STATEMENT OF FINANCIAL CONDITION - CONTINUED
December 31, 2013

Net capital and aggregate indebtedness change from day to day but, at December 31, 2013, the Corporation
had net capital and net capital requirements of $10,204,909 and $257,666, respectively. The Rule may effectively
restrict the payment of cash dividends. The ratio of aggregate indebtedness to total net capital was 0.38 to 1 at
December 31, 2013.

NOTE F - CONTINGENCIES

As a result of its underwriting activities, the Corporation is, from time to time, named as a defendant in legal
actions relating to security offerings. As part of the standard underwriting agreements, the Corporation is
always indemnified by the issuing companies against such actions. While the outcome of such matters cannot
be predicted with certainty, management, after consultation with legal counsel, is of the opinion that the ultimate
liability, if any, will not have a material effect on the financial position of the Corporation.

NOTE G - INCOME TAXES

Deferred income taxes relate primarily to the difference between the tax basis and carrying value of accrued
expenses and investments. Deferred tax assets are reduced by a valuation allowance when, in the opinion of
management, it is more likely than not that some portion or all of the deferred tax assets will not be utilized. A
valuation allowance has been recorded as of December 31, 2013, as follows:

Total deferred income tax asset $ 722,031
Less valuation allowance . (722.031)
Net deferred income tax asset $______ -

NOTE H - SUBSEQUENT EVENTS

The Corporation’s management has determined that no other material events or transactions occutred
subsequent to December 31, 2013 and through February 27, 2014, the date the Corporation’s financial
statements were available for issuance that would require adjustments and/or additional disclosures in the
Corporation’s financial statements.
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Boatd of Directors
First Analysis Securities Corporation

In planning and performing our audit of the financial statements of First Analysis Securities
Corporation (the Company) as of and for the year ended December 31, 2013, in accordance with
auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for designing
audit procedutes that are approptiate in the circumstances for the purpose of expressing an
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the Company’s internal control.

Also, as required by Rule 172a-5(g)(1) of the U.S. Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining compliance with
the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not
review the practices and procedures followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and
the recordation of differences required by Rule 17a-13.

2. Complying with the requitements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

Management of the Company is tesponsible for establishing and maintaining effective internal
control and for the practices and procedures referred to in the preceding paragraph. In fulfilling
this tesponsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and
the practices and procedutes ate to provide management with reasonable, but not absolute,

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd
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assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded propetly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is 2
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Company’s financial statements will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and was not designed to identify all deficiencies in internal control that might
be material weaknesses. We did not identify any deficiencies in the Company’s internal control
and control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a matetial
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2013, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the Financial Industry Regulatory Authotity, and other regulatory agencies that rely on
Rule 172-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and is not intended to be and should not be used by anyone other than these specified
parties.

W%—K “f

Chicago, Illinois
February 27, 2014

Grant Thomton LLP
U.S. member firm of Grant Thornton Infernational Ltd



