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OATH OR AFF TION
' A
I, (/\/ { VO A , swear (or affirm) that, to the best of

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

VALUBOND SECURITIES;, INC. a5

E)

of DECEMBER 31 ,20__03 | are true and correct. 1 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:

y, :
1gnature
lres {OQG y\%

Title

/ ﬁmK‘Puﬁic
This report ** contains (check all applicable boxes): ) R
(X (a) Facing Page. ' T ,
X (b) Statement of Financial Condition. ' IR
¥ (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.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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.

C¥ (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

O D000

¥*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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A Financial Solutions Company

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholders
of ValuBond Securities, Inc.

We have audited the accompanying statement of financial condition of VALUBOND SECURITIES, INC.
(a wholly owned subsidiary of ValuBond, Inc.) as of December 31, 2003, and the related statements of
income, changes in stockholders' equity, and cash flows for the year then ended that you are filing
pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of VALUBOND SECURITIES, INC. as of December 31, 2003, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in pages 11 through 17 is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our

opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

té/ﬂ'?/ {W “’%/m Lef

Atlanta, Georgia

February 17, 2004

Habif, Arogeti & Wynne, LLP
Glenridge Highlands Two & 5565 Glenridge Connector &  Suite 200 ¢ Atlanta, Georgia 30342
404.892.9651 & Fax 404.876.3913 & www.hawcpa.com
An Independent Member of Baker Tilly International ¢  Certified Public Accountants




VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

ASSETS

Current assets
Cash and cash equivalents
Commissions receivable
Subscriptions receivable, net of allowance
for doubtful accounts of $27,721
Due from affiliate

Deposit with clearing organization

Total current assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities

Accounts payable and accrued expenses
Deferred revenue

Total current liabilities

Stockholders' equity
Common stock, no par value, $.01 stated vaiue; authorized
10,000,000 shares, issued and outstanding 2,000,000 shares
Additional paid-in capital
Accumulated deficit

See auditors' report and accompanying notes

2.

$ 687,111
248,932

513,367
29,924

51.381

1.530.715

$__1530.715

s —

$ 159,807
500,086

659.893

20,000
940,756

(89,934)
870.822

$ 1530715

e ——



. VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2003

Revenue:
Subscription revenue
Trading fees and commissions
Set up fees

Total revenue

Costs and expenses:
Sales and marketing expenses
Clearing and settlement costs
General and administrative expenses
Royalty fees for software

Total operating expenses
Income from operations
Interest income
Income taxes

Net income

See auditors' report and accompanying notes
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$ 2,959,710
1,648,917
252 050

4.860.677

2,547,369

4.826.961
33,716
1,261

0

34 977

$*



VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

Additional
Shares Common Paid-in Accumulated
Issued Stock Capital Deficit Total
Balances at December 31, 2002 2,000,000 $ 20,000 $ 940,756 (124,911) $ 835,845
Net income - - 34,977 34.977
Balances at December 31, 2003 $ 2,000,000 $___20,000 $__940.756 $ 89.934) §__870.822

See auditors' report and accompanying notes

-4-




VALUBOND SECURITIES, INC.

(A Wholly Owned Subsidiary of ValuBond Inc.)
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2003

Increase (Decrease) In Cash and Cash Equivalents

Cash flows from operating activities
Net income $ 34,977
Adjustments to reconcile net income to
net cash provided by operating activities
Changes in assets and liabilities:

Increase in commissions receivable (112,176)
Increase in subscriptions receivable (132,158)
Increase in due from parent (29,923)
Increase in accounts payable and expenses 93,773
Increase in deferred revenue 183.906

Net cash provided by operating activities 38.399

Cash flows from financing activities

Decrease in due to Parent (151)
Net increase in cash and cash equivalents 38,248
Cash and cash equivalents at beginning of year 700.244
Cash and cash equivalents $ 738,492

See auditors' report and accompanying notes
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VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note A
General Information and Summary of Significant Accounting Policies

Business:

ValuBond Securities, Inc. (ValuBond or the Company) is a wholly owned subsidiary of ValuBond, Inc,
(the Parent). The Company is registered as a nonclearing broker-dealer under the Securities Exchange
Act of 1934. Its services include distribution of new issues of fixed income securities, providing a neutral
secondary marketplace and providing educational tools and information.

Basis of Financial Statement Presentation:

The financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America. The preparation of financial statements in conformity with
generally accepted accounting principles requires the Company's management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as of the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from these estimates.

The financial statements have been prepared on a going-concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Parent's
unaudited financial statements reflect a net loss of approximately $6,300,000 in 2003, and net equity of
approximately $120,000 at December 31, 2003. As a resuit, and given the Parent's limited history, there
is substantial doubt that the Parent will be able to continue as a going concern and be able to support
the Company.

The Company's continuation as a going concern is dependent upon the Parent's ability to generate cash
flow sufficient to meet its obligations from operational revenue, expense reductions, and/or obtaining
additional capital from third parties. Management of the Parent intends and believes that it has the ability
to achieve positive cash flow from operations by reducing expenditures, without the need for revenue
growth or additional capital investment from outside sources. Notwithstanding this plan, management of
the Parent intends to improve cash flow during 2004 through increasing revenue, managing expenses
and obtaining equity capital from third parties. The financial statements do not include any adjustments
relating to the recoverability and/or classification of liabilities that might be necessary should the
Company's Parent be unable to continue as a going concern.

Revenue Recognition:

Subscription revenue represents the fees earned on a contractual basis for subscription access to the
ValuBond Web site. The Company recognizes subscription revenue ratably over the subscription period.

Trading revenue and commission fees represent the fees charged on a per-transaction basis for trades
made through the ValuBond Web site combined with the fees charged on a contractual basis for the
distribution of new issues of fixed income securities. Trading revenue and commission fees are
recognized on a trade-date basis.




VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

Cash and Cash Equivalents:

Cash and cash equivalents include cash in banks, interest-bearing deposits with banks, and money
market funds. The Company has on deposit at financial institutions funds in excess of the FDIC's
$100,000 limitation totaling $587,262, which would not be recoverable if the institutions failed.

Income Taxes:

The Company's operating results are included in the consolidated income tax returns of the Parent. The
Parent allocates income taxes to the Company as if the Company were filing a separate income tax
return with no graduated rates.

The Company accounts for income taxes using the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases and operating
loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax
rates is recognized in income in the period that includes the enactment date.

Note B
Regulatory Requirements

The Company, as a registered broker-dealer in securities, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-l), which requires the maintenance of minimum net
capital and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At December 31, 2003, the Company had net capital, as defined, of $645,132, which
was $545,132 in excess of its required net capital of $100,000. The Company's ratio of aggregate
indebtedness to net capital at December 31, 2003, was 0.41 to 1.

Note C
Income Taxes

Income tax expense attributable to income before income taxes differed from the amounts computed by
applying the U.S. Federal income tax rate of 34% to income before income taxes as follows:

2003
Computed expected tax benefit $ 11,200
State income tax benefit, net of federal income tax effect 2,100
Change in valuation allowance (13.300)
Other, net $ 0



VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

The tax effects of temporary differences that give rise to significant portions of the deferred income tax
assets and liabilities as of December 31, 2003, are presented below:

2003
Deferred income tax assets - net operating loss $ 36,000
Less valuation allowance (36,000)
Net deferred tax assets $ 0

From its own operations, the Company has available a net operating loss carrforward of approximately
$90,000 expiring on or around 2020.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax liabilities, available income tax carrybacks, projected future taxable income and tax planning
strategies in making this assessment. Based upon the level of historical taxable income and projections
for future taxable income over the periods in which the temporary differences resulting in the deferred
tax assets are expected to be deductible, management believes it is likely that the Company will not
realize the benefits of these amounts in the near future.

Note D
Transactions with Parent

Operating expenses recognized on transactions with the Parent during 2003 include $1,627,420 for
salaries and benefits and $919,949 for corporate overhead allocations. Transactions with the Parent
also include royalty fees of $1,837,556, as defined in the royalty agreement, charged by the Parent for
use of its technology in operating activities.

In addition, there was $29,924 due from the Parent at December 31, 2003.

Note E
Exemption from Rule 15¢3-3

The Company is exempt from rule 15¢3-3 of the Securities and Exchange Commission and, accordingly,
is not required to maintain a reserve account for the exclusive benefit of customers.

Note F
Clearing Agreement

The Company has entered into a clearing agreement with First Clearing Corporation whereby the
Company directs certain agency trades to them, and they, in turn clear the trades. In addition, they act
as the control location to hold and maintain funds or securities of the Company and its customers.




VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note G
Contingencies

From time to time the Company is a party to examinations and inquiries by various regulatory and self-
regulatory bodies. In the opinion of management, based on consultation with legal counsel, the outcome

of these matters will not have a material adverse effect on the financial condition or results of operations
of the Company.

Note H
Liabilities Subordinated to the Claims of General Creditors

At December 31, 2003, and during the period then ended, the Company had no liabilities that were
subordinated to the claims of general creditors.
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART lIA
BROKER OR DEALER VALUBOND SECURITIES, INC. mof___ 12/31/03
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial CONGITION. . .. ...\ ouirinannan e aeeaanns e $ 870.822 | 3480
2. Deguct ownership eQuity nOT SHOWSDIE 10r INET CaDITB! . .. . ..ot iservrenrererrsorvansorsransonnssoncnnes .',l ) 3490
3. Total ownership equity Quatified fOr Net Capital . . i oo ottt ittt iie e e enaravearnsonesoesosnaneannsennen. 870.822 | 3500
4. Ada:
A. Liabilities subordinated to claims of general creditors sllowabile in computation of nercepital. . ........ocvvenn. -0- 3520
B. Other (deductions) or atiowable credits (List). . ... .. et e 3528
5. Total capital and aliowable SUDOIOINITET HBDIlItILY. .. ottt ii ettt riraneruneneerranetoseooaessoronasnonnns $ 870.822| 3530
6. Oeductions ano/or charges: v
A. Total nonsilowable ssiets from Statement of Financial Condition {Notes B and C) § 218,569 3540
B. Securec GEMBN0 NOTE BBTIEIENCY . .. .\ vt e e e e e ser s e annaeneansasss 3590
C. Commodity futures contracts snd spot commodities-
DIOPIIetary CADItS CABIgRS. .. ... .ttt iii st e rotarn e 3600 218.569
D. Other deguctions ang/or CharGeS . . ... ..\t i vt vnneernnernennennaseeess 3610| | ! )| 3820
7. Other a0dITioNs 3nd/Or BHOWSDIE Credits (LBl .. ...\ttt in it i srerissenersonreoneesenscaseansacsnss -0- 3630
8. Netcapital Defore RBirCuUts OR SECUTITIES BOBITIONY L . i ettt et s s e eennnne e e e neeenneaeeenennans Ys 652.253| 3640
§. Haircuts on securities (computed, where applicabie,
pursuant 1o 15¢3.1 {f)):
A. Contractusl SECUTItIES COMMITMEBNTS . ., .. .. ..ot eeeennaeranurnnrsnsen S 3660
8. SubOrOINA1EG SECUTIIES DOITOWINGS - . . oo\ v et eereene e arensannes 3670
C. Trading and investment securities: . : :
1. Exempredsecurities. . ... .. ... ... ... ... .'. 3735
2. DDt BBCUNITIY . . i e e e et -3733
b R o 1T O A PP 3730
A Other SECUTILIBS . . ..\ttt t ettt et ianeeesarrnaneerinaneane 721 3734
D. Undue CONCBAIINION .. ... ittt eattnt et aeinaeiaeans 3650 7,121
[ o 1T R O 3736 1} 3740

10.

Net-Capital

....................................................................................

See auditors' report
-11-

EEE E—————

$ 645,132 {3750

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART (1A

BROKER OR DEALER VALUBOND SECURITIES, INC. sof ___12/31/03

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
11, Minimum net capnal reauired (6:2/3% 0F 1ine 18] L. ... i i ruiieeenr e iorasornorransrrsonnaeraiananas s 17;578 l 3756
12. Minimum doltar ner capital requirement of reporting broker or dealer and minimum net capital requirement ‘
of subsidianes computed in accordance with NOte (A ... . i iiuiuererrriennenernrninrnaneonranes L 100!000 3758
13, Net canitat requirement (Grester 00 Bne 18 08 12) ..ottt e et e et e e e e e H 100,000 | 3760
14, Excess netcapital Uine 10 less 1) ... ... ...t ittt e e e s 545,132 3770
15. Excess net caprtal a1 1000% (line 10 bess 10% 0f line 19) . ... ... .. i ittt e ys 618.764 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Totat Al Labitities from Staterment of Financal CORBINION. .. .. ... .. .. ... it einenirnenoinsnans S 263.681 ] 3790
17. Adg:
A, Drafts (o1 immediBIe Credit. . . .. ...\t Vs [3800]
8. Market value of securiiies borrowed for which no equivaient
VAIUR 15 DA OF CPOONIEO . . . . ..o e S 3810 0
C. Other unrecorded amounts (List). ... ...\t it as e s 3820 S “V"  {ae3o
19. Total aggregate 'ncebredness ... .............. S AP E e e S 263 681 | 3840
20. Perceniage of aggregate indebtedness to net capital 4ine 19by ine 10D . .. ...\ttt % 41 |3ss0
21. Percentage of dedt to debt-equity 10tal computed in accordance with Rule 15¢3-1 (d) v oo o vt iiininnennnee. % -0- 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Pant 8
22. 2% of combined agaregate detnt iterms as shown in Formuls for Reserve Requirements pursusnt to Rule
15cJ-3 prepared ss of the date of the net capital compuistion including both brokers or deslers
INT CONIONTAIET SUDSIGIATI®S GBBITS . . . ... ... ... ettt e et 3 3870
23. Munimum doliar net capital requirement of reporting broker or desler and rmmimum net capitd!
requirement Df subsitianies comDUIED 1n 2CCOrdaNCe With NOTR fA) ... .. ittt ir e ettt ia e, ,',S 3880
24. Netcapital requirernent (gredter of Ne 22 07 23) ... it i er e e $ 3760
25. Excess netcapital (hne Y0 1888 28) . .. .. .. ... e ee e aie e e H 3910
26. Netcapita in excess of
5% of combined spgregate dedit iems 0r 8120000 . ... .. e i s e H | 3920 l
OMIT PENNIES
NOTES:

(A}l The minimum net capitat requirement should be computed by adding the minimum dollar net cabits! requirement
of the reporting broker desier and, for esch subsidisry to be comolidated, the greater of: '
1. Minimum dollar net capital recuirement, or
2. 8-2/3% of sggregate indebtedness or 2% of aggregate debits if slternative method is used.
{B) Do not geduct the value of securities borrowed under sSubordinstion agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market vatues of memberships in
exchanges contributed for use of company (contrs to stem 1740} and partners’ secutities which were
inciuded 1n non-gliowasble ssets.
{C) For reports filed pursuant 10 paragraph (d) of Rule 17s-5, respondent should provide 8 list of material
non-allowsbie assets.

/83 See auditors' report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HHA

BROKER OR DEALER VALUBOND SECURITIES, INC.

For the period (IMMDDYY) from

1/01/03

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

. 835,845 [740

1. Balance beginning 0f Deriod. .. ... ..o iiiinriineernnnnnneanannnns e e S e s
A Net INCOME (1035 . ottt ittt ittt it i e e aa e ettt tar ey 34.977 | 4280
8. Additions {inciudes nonconforming eapitat o . . ... ... i ,! s 4262 4260
€. Deductions (inciudes non<contormingeapitat of . ... ... ... ............ $ 4272 §) 4270
2 Balance, end of periog (From item 1800) ... ...u..uinierrtunuinuaeeseeeessostnsscssassnsonessasanss $ 870,822 l 4290 ]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

3. Balance, DEOINNING Of PRIIOO ..ottt ittt eet ittt e et e s s e et et b ey s
T LT T Y
< o T T O P

4. Balance, end of Deriod (From item 3820, .o . ittt et e e e S

See auditors' report

-13-

4300

4310

4320

0_ram

OMIT PENNIES



VALUBOND SECURITIES, INC.

(A Wholly Owned Subsidiary of ValuBond Inc.)
RECONCILIATION OF COMPUTATION OF NET CAPITAL
(RULE 15¢3-1 PURSUANT TO RULE 17a-5(d)(4))
DECEMBER 31, 2003

Percentage
of Aggregate
Indebtedness
to Net
Net Capital indebtedness Capital
Company's computation $ 645,132 $ 263,681 41

Additional expense accruals,
revenue, expense and

other adjustments 0 0

$___ 645132 $ 263.681

See auditors’ report
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER OR DEALER  VALUBOND SECURITIES, INC. as of 12/31/03

Exemptive Provision Under Rule 15¢3.3 .

25. It an exemption from Rule 15¢3-3 is claimed, identity below the section upon
which such exemption is based (check one only)

[Cazso]

A (k) (1)==352.500 capital category 83 Per RUIE 15C3<1 .. ... .curernnveerearnnreasesssesasacarscinosssnsanans
8. (k} (2i{A)~"Speciai Account for the Exciusive Benefit of
cusiomers’ maintained ........... e e neeteciereriaeraneanenteann teessetseetncienians eesesanssene I 4560 l
C. (k) (2)(B)=—Al customer transactions cisared through snother
broker-dealer on a fully disciosed basis. Name of cisaring
tem %__First Clearing Corporation 4335 X 4570
D. (k} (3)—Exempted Dy 0rder of the COMMISKION .........covvvevrencnancos tertsetecncansasnen 4580
Ownership Equity and Subordinated Liabilities msaturing or proposed to be
wilhdrawn within the next six months and sccrusis, (as defined below),
which have not been deducted in the computstion of Nel Capital.
Type of Proposed
withdrawal or Amouni to be With. {(MMDDYY) . Expect
Accrual fnsider or drawn (cash amount Withdrawal or 10
See dbelow for Qutsiger? and/or Nel Capilst Maturity Renew
coge 10 enter Name of Lender or Conitributor (In or OUt) Value of Securities) Date (yes or no)
M [as00 | 4801 4802 46803 [asoa] 4808
M [4g10]) [as11] [[4812] [es13] [4814] [as15]
M [Tas20] [as21] [[as22] [as23) [as2a] [as2s]
M [4s30] [Tas31] 4632 4833 [as34] [as3s]
y | 4640 I l 4841 I I 4842 l ]4“3 I l 4644 I l Ausl
M | 4650 l | 4051] I usz] ] usal 4854 I uss]
y | 4660 | | «m] I uszl | uul I 4884 I ] cus]
3 [Ta670 | [aer1] [asr2] [4e73] [asr4 ] [aer5]
M [Tees0 | [ass1] [asez | [aes3 ] [as8a | 4585
M [ag90 ] [(a891] [ass2 | [ae93] 4854 [asss]
0
TOTAL 8 [a899 |
OMIT PENNIES
Instructions: Detail listing must include the tots! of items maluring during the six month period following the

report Cate, reqaraiess of whether or not the capital contribution is expecied to be renewed. The
schedule must also inciuge proposed capital withdrawals scheduled within the six month

period foliowing the repon aate inciuging the proposed recemption of stock and payments of
liabilities secured Dy fixed assets (which are considered allowabie assets in the capital computstion
pursuani to Rule 15€3-1(c)(2)(iv)), which could be required by the tsnver on demand or in isss

than six months.

WITHDRAWAL CODE: DESCRIPTION

1

2
3
4

Equity Capital
Subordinated Liabilities
Accrusis

15¢3.9 {eM2)tiv) Liabitities

See auditors' report
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A Financial Solutions Company

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Board of Directors and Stockholders
of ValuBond Securities, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
VALUBOND SECURITIES, INC. (the Company) for the year ended December 31, 2003, we considered
its internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made
a study of the practices and procedures followed by the Company, including tests of 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 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

2. Recordation of differences required by rule 17a-13

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

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments made 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 procedures are to
provide management with reasonable, but not absolute, 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 properly to
permit the preparation of financial statements in conformity with generally accepted accounting

principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Habif, Arogeti & Wynne, LLP
Glenridge Highlands Two e 5565 Glenridge Connector ¢ Suite 200 ¢ Atlanta, Georgia 30342
404.892.9651 e Fax404.876.3913 ¢ www.hawcpa.com
An Independent Member of Baker Tilly International & Certified Public Accountants



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Because of inherent limitations in internal control or 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.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including 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 material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at December 31, 2003, 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 NASD and other reguilatory agencies that rely on Rule 17a-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.

Yé/ﬂ%%«ﬁ?ﬁ 4’%/% ALr

Atlanta, Georgia

February 17, 2004
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