o A

Ujﬁz//“%o#

) STATES MB APPROVAL B

SECURITIES AND EXCHANGE COMMISSION OMB Nurmiber; 3235-0123

Washington, D.C. 20549 Expires: QOctober 31, 2004

| Estimated average burden

ANNUAL AUDITED REPORT hoursperresoonse......12.00l
d _ FO F;BAAR)'(I:T' ;/"A-S SECFILENUMBER] .
SR 8- 42448 | U
FACING PAGE TR g

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 172-5 Thercunder

REPORT FOR THE PERIOD BEGINNING 1/01/03 | _AND ENDING_~__ 12/31/03
MM/DD/YY . MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: ' OFFICIAL USE ONLY
VANDHAM SECURITIES CORP. :
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.

767 THIRD AVENUE -

«  (No. and Street)

-REW YORX, - NEW YORK 10017
(City) : (State) . (Zip Code)

NAME AND TELEPHQNE NUMBER OF PERS\ON TO CONTACT IN REGARD TO THIS REPORT
FRANK P. CATRINI, TIMOTHY BARBA . {212) 223-7300
(Area Code ~ Telephone Number)

B. ACCOUNTANT IDENTIFICATION "
INDEPENDENT PUBLIC ACCOUNTANT whose opinioﬁ is contained in this Report*
’ MYER, GREENE & DEGGE
(Namc ~ if individual, state lust, first, middle name)
300 N. MIDDLETOWN ROAD, SUITE 8, P.0O. BOX 930, PEARL RIVER, NEW YORK 10965
(Address) (City) ‘ (State) (Zip Code)
CHECK ONE: PRQCESSE@
: & Certified Public Accountant
3 Public Accountant ) APR 01 200%
{0 Accountant not resident in United-States or any of its possessions. ‘ moﬁ '
FOR OFFICIAL USE ONLY
“t

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the coliection of
information contained inthis form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.



OATH OR AFFIRMATION

FRANK P. CATRINY Cos i
I, : _ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

VANDHAM SECURITIES CORP. , as
of " DECEMBER 31 ’ ,20 03 , are true and correct. I further swear (or affirm) that
neither the company nor any pariner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e : AN,

i ulwg'jlﬁ',' BAREA ‘{ 7 — .

Notary Public, Stats of New Yo R / LQ& =
,‘NO‘ 01BA4613325 Signature

. QU«':juifiG'd in Rockland County '

Lommission Expires July 31, 2Rzt

//%éfr//f*f T
Title

W/ ’/'47 ’/4—/'/4——7
Notary Public

This 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) Statementof 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.
() 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. :
(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.

I )R] SR R ) B
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MYER, GREENE & DEGGE
CERTIFIED PUBLIC ACCOUNTANTS

P.O. BOX 930
JAMES CULLEN 300 N. MIDDLETOWN ROAD TEL: (845) 735-8459
KENNETH F. KARDASHIAN SUITE 8 FAX: (845)735-8728
GERALD G. WALTERS PEARL RIVER, N.Y. 10945 EMAIL: MGDCPAS@AOLCOM

To the Stockholders' of
Vandham Securities Corp.

We have audited the accompanying statement cf financial condition
of Vancdham Securities Corp. as of December 31, 2003 and the
related statements of inccme, changes in stockholders' equity,
changes in liabilities subocrdinated to claims of general
creditors 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,
results of operations and cash flows of Vandham Securities Corp.
as of and for the year ended December 31, 2003, in conformity
with accounting principles generally accepted in the United
States of America.

Our audit was made for the purpose of forming an opinion on the
basic financial statements taken as & whole. The information
contained in the supplementary data is presented for purposes of
additional anaylsis and is not a required part of the basic
financial statements, but is supplementary information reguired
by Rule 17a-5 of 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.

vaalcrm%z/

MYE?/ GREENE & DEGGED

Dated at New York: February 3, 2004
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VANDHAM SECURITIES CORP.

STATEMENT OF FINANCIAIL CONDITION

AS OF DECEMBER 31, 2003

ASSETS

Cash and cash equivalents (Notes 1lE and 4)
Cash and cash equivalents segregated under

Federal and other regulations (Notes 1E, 2 and 4)

Receivable from brokers, dealers and
clearing organizations (Note 4)

Marketable securities owned, at market
value (Notes 1C, 3 and 13)

Fixed assets - net (Notes 1D and 5)
Deposits, prepaids and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable and accrued expenses

Salaries, wages and cocmpensation payable

Income taxes payable (Note §)

Marketable securities sold, not yet purchased,
at market value (Notes 1C, 3 and 13)

Subocrdinated borrowings (Note 11)

Deferred lease incentive

Total Liabilities
Commitments and contingencies (Notes 8 and 12)
Stockholders' equity - Schedule I

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

EXHIBIT A

$ 214,766
202,373
4,308,564
2,242,202
147,139
69,079

$7,184,123

$1,408,819
830,983
30,000

2,834,590
1,000,000
48,642
6,153,034
30,691
1,000,398

$7,184,123

The accompanying notes are an Ilntegral part of the

financial statements.



EXHIBIT A
SCHEDULE T

VANDHAM SECURITIES CORP.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2003

Common Stock (1}

Paid in Retained
Shares Amount Capital Earnings

Balance, January 1, 2003 160 $13,300 $715,565 § 271,273
Capital contributions - - -

Net Income - - - 260

|
{
|

Dividends Paid

Total
$ 1,000,138

260

BALANCE, DECEMBER 31, 2003 160 $13,300 $715,565 $ 271,533

$ 1,000,398

(1) Class A, no par value, 200 shares authorized, 160 shares issued and

outstanding.

The accompanying notes are an integral part of the

financial statements.



EXHIBIT B
VANDHAM SECURITIES CORP.
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2003

Percent To

Amount Total Revenue
REVENUES (Note 18) —_
Commissions ‘ $ 18,274,981 82.54
Net gains from principal transactions 3,176,429 14.35
Interest, dividends and other income 589,625 2.66
Working capital grant 100,000 .45
Total Revenues 22,141,035 100.00
EXPENSES
Data and research services 9,296,415 41.99
Employee compensation 7,402,846 33.44
Floor brokerage, commissions :
and clearing fees : 2,384,141 10.77
Payroll taxes and fringe benefits = 819,474 3.70
Rent and utilities (Note §8) : 447,500 2.02
Meals and entertainment 279,305 1.26
Professional fees 247,583 1.12
Telephone 230,684 1.04
Auto and travel ° 221,116 1.00
 Profit sharing plan (Note 9) 182,000 .82
Dues, subscriptions, licenses and
registrations ‘ 120,125 .54
Office supplies and expenses 85,418 .39
Depreciation (Note 1D) ‘ 58,878 .27
Equipment rental 53,575 .24
Moving, storage, repairs and maintenance 52,096 .24
" Interest 51,388 .23
Insurance 40, 353 .18
Contributions 25,138 .11
Advertising , 19,485 .09
Postage 16,551 .07
Staff training 7,138 .03
Total Expenses 22,041,209 99.55
INCOME BEFORE INCOME TAX PROVISION 99,826 .45
CURRENT INCOME TAX PROVISION (Note 6) 99,566 .45
NET INCOME $ 260 -

The accompanying notes are an integral part of the
financial statements.



EXHIRBRIT C
VANDHAM SECURITIES CORP.
STATEMENT OF CHANGES IN LIABILiTIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED DECEMBER 31, 2003

Subordinated borrowings, January 1, 2003 $1,000, 000

Increases:
Issuance of subordinated notes : -

Decreases:
Payment of subordinated notes -

SUBORDINATED BORROWINGS, DECEMBER 31, 2003 ‘ $1,000,000

The accompanyling notes are an Iintegral part of the
financial statements.



EXHIBIT D
VANDHAM SECURITIES CORP.
STATEMENT OF CASE FLOWS

FOR THEE YEAR ENDED DECEMBER 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 250
Adjustments to rsconcile net (loss) to
cash (applied to) operating activities:
Depreciation _ 58,878
Decrease (incr
Receivable Iz
clezring orgd (1,272,349)
Marketabls se
value v { 47,168)
Securi not readily marketzble 137,100
Depes repaids and other assets 3,820
Increzse {decrseses] 1in operating
lizpilitiss:
Accounts payable and accrued expenses ( 85,038)
Salariss, wages and compensation payable ( 56,3279)
Income taxss payable { 40,500)
Mzrketzble securities sold, not yet .
purchased, at market value 1,842,482
Deferred lsass incentive 34,3556
Commitments and contigencies 30,681
Cash Providsd By Operations S 12,333
CASH FLOWS ©RCM INVESTING ACTIVITIES
Purchase of fixsd assets -
Cash {(Rpplied To) Investing Activities -
CASH FLOWS FROM FINANCING ACTIVITIZS:
Proceesds from issuance of subordinatsd
notes =
Cash Providsd By Financing Activities -

INCREASE IN CASH AND CASH ZQUIVALENTS 12,333

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 404,806

CASH AND CASH EZQUIVALENTS, END OF YERR (Note lE). $ £17,139

CASH PAID DURING THE YEAR FOR:

Interest 3 43,055
Income teXxes 140,066

The accompanying notes are an integral part of tre
' financial statements.



Folioc I
VANDHAM SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

AS OF DECEMRER 31, 2003

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A The Company: Vandham Securities Corp. (the Company) was incorporated
under the laws of the State of New York on March 16, 1990. The
Company was established to engage in all aspects of the securities
business including, but not limited to, the buying, selling, trading,
underwriting and investment of stocks, bonds, securities and futures
of every nature.

B Revenue: Transactions for the Company's accounts in securities,
short-term money market instruments and the related revenue and
expenses are recorded on a trade-date basis. For purposes of
determining the realized gain or loss on a sale, the cost of
securities sold is based on a first in, first out method, unless
shares are otherwise specifically identified. Dividends are recorded
on the ex-dividend date and interest income 1is accrued as earned.

C Investment In Securities: Marketable securities are stated at
quoted market values; securities not readily marketable are stated
at estimated fair value as determined by management. The resulting
difference between cost and market is included in income.

D  Fixed Assets: Property and equipment are recorded at cost.
Depreciation is computed using accelerated methods over the
estimated useful lives of the assets. Expenditures that materially
‘increase the life of the related assets are capitalized. Expendi-~
tures for maintenance and repairs are charged to operations.

tx)

Policy of Cash Equivalents: For purposes of the statement of cash
flows, cash eqguivalents include time deposits, money market funds
and all highly liquid debt instruments with original maturities of
three months or less.

N

NOTE 2--CASH AND CASH EQUIVALENTS SEGREGATED UNDER FEDERAL AND OTHER REGULATIONS

.Cash of $202,373 has been segregated in a special reserve bank account for
the benefit of customers under Rule 15c¢3-3 of the Securities and Exchange
Commission.



Folio II
VANDHAM SECURITIES CORP.
NOTES TO FINANCIAI, STATEMENTS

"AS OF DECEMBER 31, 2003

NOTE 3--MARKETABLE SECURITIES OWNED AND SOLD, NOT YET PURCHASED

Marketable securities are stated at quoted market values and are
comprised of the following:

Scld, Not Yet

Owned Purchased
United States Treasury
Obligations $1,005,630 $ -
Corporate equity investments 1,236,572 2,834,590

$2,242,202 $ 2,834,590

The Company's-security investments are bought or sold short and held
principally for the purpose of selling or repurchasing thém in the near
term and are therefore classified as trading securities. Trading
securities are recorded at fair value on the balance sheet, with the change
in fair value during the period included in earnings.

The Company has sold securities that it does not currently own and will
therefore be obligated to purchase such securities at a future date. The
Company has recorded these obligations in the financial statements at
December 31, 2003, at market values of the related securities and will
incur a loss 1f the market value of the securities increases subsequent to
December 31, 2003.

NOTE 4--CREDIT RISK CONCENTRATION

The Company maintains its cash in bank and clearing organization

deposit accounts which, at times, may exceed federally insured limits.
The Company has not experienced any losses in such accounts and believes
it is not exposed to any significant risk.

The entire balance of receivables due from brokers, dealers and
clearing organizations is attributable to a single clearing organization.



Folio III
VANDHAM SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2003

NOTE 5--FIXED ASSETS

As at December 31, 2003 fixed assets consisted of the following:

Furniture and fixtures ' $ 35,012
Office egquipment 169,516
Leasehold improvements 68,516

274,044
Less: Accumulated depreciation ’ (126,905)

NET TOTAL » $ 147,139

NOTE 6--INCOME TAXES

The Company's effective income tax rate is different than what would

be expected if Federal, state and local statutory rates were applied to
income from continuing operations primarily because of certain expenses
deductible for financial reporting purposes that are not deductible

for tax purposes.

NOTE 7-NET CAPITAL REQUIREMENT

The Company is subject to the Securities and Exchange Commission's Net
Capital Rule 15c¢3-1, which specifies uniform minimum net capital
requirements for all registered brokers and dealers. At December 31,
2003, the Company had net capital, as defined, of $1,635,863, which was
$927,363 in excess of its regulatory requirements.

NOTE 8--COMMITMENTS AND CONTINGENCIES

In May 2002, the Company amended their current lease agreement for the
rental of their New York City facilities. The new agreement is for a
period of ten years ending in September, 2012 at approximately $335,000
per annum plus escalation clauses and less certain rent abatements.

The Company is responsible for electricity, maintenance and upkeep of
the related property including operating expense and real estate tax
escalation clauses. '



Feclio IV
VANDHAM SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2003

NOTE 8-COMMITMENTS AND CONTINGENCIES (CONT'D)

In 2April, 2002, the Company entered into an agreement for the rental
of their Massachusetts offices. The term of the lease is for the
three year period from October 1, 2001 to September 30, 2004. The
lease calls for base rents starting at $1,450 per month and increasing
periodically up to $1,600 per month. The Company can exercise a

three year renewal option to September 30, 2007. The Company is also
responsible for insurance, utilities and real estate tax and building
operating cost escalation clauses.

Minimum future payments under the above agreements for the next five
years and thereafter are as follows:

Year Amount
2004 $ 349,000
2005 335,000
2006 335,000
2007 335,000
2008 335,000
Thereafter 1,238,000

$2,927,000

NOTE 9--PRCFIT SHARING PLAN

The Company sponsors a profit sharing plan that covers substan-
tially all of its employees. Contributions to the plan are

based on management's discretion. -Annual contributions are
determined using a percentage of the participating employees'
salaries. For 2003, the amount of profit sharing expense charged
to operations was $182,000.

NOTE 10--USE OF ESTIMATES

The process of preparing financial statements in conformity with
generally accepted accounting principles requires the use of
estimates and assumptions regarding certain types of assets,
liabilities, revenues and expenses. Such estimates primarily
relate to unsettled transactions and events as of the date of
the financial statements. Accordingly, upon settlement, actual
results may differ from estimated amounts. :



Folio V
VANDHAM SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2003

NOTE 11--SUBORDINATED BORROWINGS

In October, 2002, the Company borrowed $1,000,000 under a Qualified
Subordinated Loan Agreement. The terms of the agreement regquire monthly
payments of interest only at an interest rate of prime plus 1%. In January
2004, this loan was replaced with a similar loan under the same general
rerms and conditions. The entire principal amount of the loan is due and
payable on December 22, 2005.

The subordinated borrowings are available in computing net capital under
the SEC's uniform capital rule. To the extent that such borrowings are
required for the Company's continued compliance with minimum net capital
requirements, they may not be repaid.

NOTE 12-LIABILITY UNDER SELF-INSURED GROUP MEDICAL INSURANCE PLAN

Effective November, 2003, the Company sponsored a self-insured group
medical insurance plan. The plan is designed to provide a specified level
of coverage, with stop-loss coverage provided by .a commercial insurer.

The Company’s maximum claim exposure is limited to $50,000 per person per
policy year with a maximum claim exposure of approximately $200,000 for the
entire group. At December 31, 2003, the Company had approximately 44
employees enrolled in the plan. The plan provides non-contributory
coverage for employees and dependents. The Company’s contributions totaled
approximately $8,000 for 2003.

The Company provides accruals based on the aggregate amocunt of the
liability for reported claims and an estimated contingent liability for
claims incurred but not reported. At December 31, 2003, “Commitments and
Contingencies” include an accrued liability related to this plan of
$30,691.

NOTE 13--FINANCIAL INSTRUMENTS

Derivative financial instruments used for trading purposes, including
economic hedges of trading instruments, are carried at market value or, if
market prices are not readily available, fair value. Market values for
exchange-traded derivatives, principally options, are based on quoted
market prices. Fair values for over-the-counter derivative financial
instruments, principally options, are based on pricing models intended to
approximate the amounts that would be received from or paid to a third
party in settlement of the contracts. Factors taken into consideration
include credit spreads, market liquidity, concentrations, and funding and
administrative costs incurred over the life of the instruments.



Folio VI

VANDHAM SECURITIES CORP.
NCTES TO FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2003

NOTE 13--FINANCIAL INSTRUMENTS (CONT’D)

Unrealized gains or losses on these derivative contracts are recognized
currently in the statement of income as trading revenues. The Company does
not apply hedge accounting as defined in FASB Statement No. 133, Accounting
for Derivative Instruments and Hedging Activities, as all financial
instruments are marked to market with changes in fair values reflected in
earnings. Therefore, the disclosures required in paragraphs 44 and 45 of
the Statement are generally not applicable with respect to these financial
instruments.

Fair values of option contracts are recorded in marketable securities owned
or marketable securities sold, not yet purchased, as appropriate. Premiums
and unrealized gains and losses for written and purchased option contracts

are recognized gross in the statement of financial condition.
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Schedule 1

VANDHAM SECURITIES CORP.

COMPUTATICN OF NET CAPITAL COMPUTED UNDER RULE 15C3-1 OF
THE SECURITIES AND EXCHANGE COMMISSTIOM

AS OF DECEMBER 31, 2003

Total stockholders' equity
Add: liabilities subordinated to
claims of general creditors allow-
able in computation of net capital

Other allowable credits

Total capital and allowable
subordinated liabilities

Deductions and/or charges:
Total nonallowable assets 257,493
Other deductions or charges -
Other additions or credits -

Net capital before haircuts
on security positions

Haircuts on trading and investment
securities

Undue concentration on trading and
investment securities

Net capital

Computation of net capital'requirement:
Minimum net capital required

EXCESS NET CAPITAL

Reconciliation (pursuant to Paragraph (d) (4)
of Rule 17a-5) with the Company's
computation (included in Part IIA of
Form X-172-5 as of December 31, 2003):

Net capital, as reported in Part IIA

of the Company's amended FOCUS Report
Difference due to adjustments to net income
and certain reclassifications

NET CAPITAL PER ABOVE

$ 1,000,398

1,000,000

2,000,398

(__257,493)
1,742,905

( 107,042)

1,635,863

708,500

$ 927,363

$ 1,636,879
(1,116

$ 1,635,863



Schedule 2

VANDHAM SECURITIES CORP.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR A BROKER-DEALER UNDER RULE 15C3-3 OF THE

SECURITIES AND EXCHANGE

AS OF DECEMBER 31,

CREDIT BALANCES
Commission Recapture

Total credit items
DEBIT BALANCES
Total debit items

EXCESS OF TOTAL CREDITS OVER TOTAL DEBITS

AMOUNT HELD ON DEPOSIT IN “RESERVE BANK
ACCOUNT”

EXEMPTION UNDER SECTION (k)(2)(ii) HAS BEEN CLAIMED

COMMISSION
2003
$ 56,904
56,904
$ 56,904
$202,273

All customer transactions are cleared through National Financial
Services, LLC, on a fully disclosed basis, which files financial
statements with the Securities and Exchange Commission pursuant to

Rule 17a-5.



VANDHAM SECURITIES CORP.

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17A-5




MYER, GREENE & DEGGE

CERTIFIED PUBLIC ACCOUNTANTS

P.O. BOX 930
JAMES CULLEN 300 N. MIDDLETOWN ROAD TEL: (845) 735-8659
KENNETH F. KARDASRIAN suiTeE 8 FAX: (845)735-8728
GERALD G. WALTERS PEARL RIVER, N.Y. 10945 EMAIL: MGDCPAS@AQOL.COM

To the Stockholder of
Vandham Securities Corp.

In planning and performing our audit of the financial statements
of Vandham Securities Corxp. for the year ended December 31,

‘2003, we considered it's internal control, including control
activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on
the financizl statements and not to provide assurance on the
internal control structure.

Also, as required by Rule 17a-5(g) (1) of the Securities Exchange
Commission (SEC), we have made a study of the practices and
procecdures 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 (or aggregate debits)
and net capital under Rule 17a-3(a) (11l) 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 gquarterly 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 Corporation 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 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 tc assess whether those practices and
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Vandham Securities Corp.

procedures can be expected to achieve the SEC's above-menticned
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 Corporation 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 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.

Because of inherent limitations in internal control or the
practices and procedures referred to above, errors 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 conditicons 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 errors 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 under-
standing and on our study, we believe that the Corporation's
practices and procedures were adequate at December 31, 2003 to
meet the SEC's objectives.
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This report is intended solely for the information and use of

the Board of Directors, management, the Securities Exchange
Commission and other regulatory agencies which 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 and should not be used by anyone other than these specified
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MYER)/GREENE & DEGG

Dated at New York: February 3, 2004



