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(Name ~ if individual, state last, first, middle name)
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OATH OR AFFIRMATION

1, Bill Kane , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
VALUBOND SECURITIES, INC. , as

of DECEMBER 31 ,20__04 _ , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

&c/ﬁ//@\——f

Sign ature

President

| qotéryuPubffc/ W %}?’7‘0 2&5/ 9, 5

This report ** contains (check all applicable boxes):
¥ (a) Facing Page.
[X (b) Statement of Financial Condition.
X (c) Statement of Income (Loss).
X (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors’ Capital.
O (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.
O (i) Information Relating to the Possession or Controi Requirements Under Rule 15¢3-3.
O (§) 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
B () 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.

¥*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Certificd Public Accountants and Business Advisors

INDEPENDENT AUDITORS' REPORT

To the Board of Directors and Stockholder
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, 2004, and the related statements of
operations, 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, 2004, 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/ﬁ?/, {Aﬁzﬁ !%/W ALP

Atlanta, Georgia

February 16, 2005

Habif, Aroget & Wynne, LLP
Glenridge Highlands Two & 5565 Glenridge Connector o Suite 200 o Atlanta, Georgia 30342
404.892.9651 e Fax404.876.3913 e wwwhawcpa.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, 2004

ASSETS

Current assets
Cash and cash equivalents
Commissions receivable
Subscriptions receivable, net of allowance
for doubtful accounts of $11,170
Deposit with clearing organization

Total current assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Accounts payable and accrued expenses
Due to parent
Deferred revenue

Total current liabilities

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

See auditors' report and accompanying notes
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$ 353,452

169,043

279,002
51,674

853.171

$ 853.171
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425 708

———

— 585,373

20,000
940,756

(692,958)
267,798

853.171
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VALUBOND SECURITIES, INC.

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

FOR THE YEAR ENDED DECEMBER 31, 2004

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
Loss from operations
Interest income
Income taxes

Net loss

See auditors' report and accompanying notes

-3-

$ 3,194,422
1,449,425
126,400
4,770.247
1,913,606
161,569
18,420
3.282.020
5375615
(605,368)
2,344

0

$___(603,024)



VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond inc.)
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2004

Additional
Shares Common Paid-in Accumulated
Issued Stock Capital Deficit Total
Balances at beginning of year 2,000,000 $ 20,000 $ 940,756 (89,934) $ 870,822
Net loss - - - (603,024) (603,024)
Balances at end of year $..2000000 $..20,000 $_940756 $__(692.958) $__267.798

See auditors' report and accompanying notes
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VALUBOND SECURITIES, INC.

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

FOR THE YEAR ENDED DECEMBER 31, 2004

Increase (Decrease) In Cash and Cash Equivalents

Cash flows from operating activities
Net loss $___(603.024)
Adjustments to reconcile net loss to
net cash used by operating activities
Changes in assets and liabilities:

Decrease in commissions receivable 79,889
Decrease in subscriptions receivable 234,365
Decrease in due from parent 29,924
Decrease in accounts payable and expenses (827)
Increase in due to parent 686
Decrease in deferred revenue (74.379)
269.658

Net cash used by operating activities (333.366)

Net decrease in cash and cash equivalents (333,366)
Cash and cash equivalents at beginning of year 738,492
Cash and cash equivalents at end of year $ 405,126

See auditors' report and accompanying notes

-5-



VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

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 $700,000 in 2004, and stockholders'
deficit of approximately $600,000 at December 31, 2004. As a result, 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, 2004

Note A
General Information and Summary of Significant Accounting Policies (Continued)

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 that are insured by an Excess SIPC Surety Bond.

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
Requlatory Requirements

The Company, as a registered broker-dealer in securities, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1), 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, 2004, the Company had net capital, as defined, of $231,820, which
was $131,820 in excess of its required net capital of $100,000. The Company's ratio of aggregate
indebtedness to net capital at December 31, 2004, was 1.42to 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:

2004
Computed expected tax benefit $ 192,000
State income tax benefit, net of federal income tax effect 36,000
Change in valuation allowance (228.000)
Other, net $ 0



VALUBOND SECURITIES, INC.
(A Wholly Owned Subsidiary of ValuBond Inc.)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

Note C
Income Taxes (Continued)

The tax effects of temporary differences that give rise to significant portions of the deferred income tax
assets and liabilities as of December 31, 2004, are presented below:

2004
Deferred income tax assets - net operating loss $ 263,000
Less valuation allowance (263.000)
Net deferred tax assets $ 0

From its own operations, the Company has available a net operating loss carryforward of approximately
$690,000 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 2004 include $1,357,923 for
salaries and benefits and $555,683 for corporate overhead allocations. Transactions with the Parent
also include royalty fees of $3,282,020, as defined in the royalty agreement, charged by the Parent for
use of its technology in operating activities.

In addition, there was $686 due to the Parent at December 31, 2004.

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, 2004

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, 2004, 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 1A

BROKER OR DEALER VALUBOND SECURITIES, INC. = of

12/31/04

o

bad

10.

Rl o B

COMPUTATION OF NET CAPITAL

Total ownership equity from Statement of Findncial CONTItION. . ... ...ttt inreane nonreraenoennanns 3 _ 267,798 {3480
Deduct ownership equity not sliowabie for NeT CapItal . ... ... ... i veinrner i raeirineosnsesraonans ;‘ )] 3480
Total ownership eQuity QuUEhfIed 10r NET DIt . .« o .ottt ittt it ieeeeattenrnosonsoossssoenssoeesosron 267 798 | 3500
Add:
A. Lisbilities suboroinated to claims ot general creditors sliowabie in computstion of neteapital. . ........ooevvnts -0- 3520
B. Other (deductions) or sHowabie eredits (Listh. .. .. ... ... 0uureiieennnroreronnneorroneciooanseoannns 3525
Total Capital and 211OWEDIE SUBOITINETEE NEDIITIES. o o . o\ v et ee et s e s ans e esnneeennennnnasenneeeannensss $ 267.798 | 3530
Deductions sno/or charges: y
A. Total nonatiowabie sssets from Staternent of Financial Condition(Notes Band Cl 29’1 43 3540
B. SECured OEMANG NOTE BEHEIENCY .« oo o . oo vt sseeenerrnennannennennes 3590
€. Commodity futures contracts snd spot commodities-

DIODTIRIATY CADITAl CRAIGeS. . . . .. . ittt iinee it aennennnnenrsnennnens
D. Other GeOUCtioNs 3NE/OT ChATGES . . . .. ottt e ettt eeeeee e inneeneess 3610 | 29,143 ) 3620
Other 800itions ana/or dHlowable Credits (LISt) . . ... . .. vt iisi it insieeersnenoeaeitoomenstesarsosneasons -0- 3630
Net £201121 belore Rairtutt DR SBCUNNIES DOBIHIOND . . .. .t tttrrinvsnnccnnoeeesnossesnsanananocnaans ,', $ 238.655 3640

Haircuts on securities (computed, where applicable,
pursuant to 15¢3.-1 (H)):

A. CONtractual SECUTITIES COMMITMBATE . . ..\ vueenneunn s eeronanrnnnresses $ 3860
B. SuDOTOINTED SECUTItIES DOTTOWINGS . . . oo oottt e et e eeee oo ennreeeennnns 3670
€. Trading and invesiment securities:
1. Exempled securiti®s . . . .. ... ... \'u 3735
2. DebtsecUnIIBS . ... .. e et is e -3733
B o £ LT T, P —_— 3730
A OUher SBCUTITIBE . . .. ..t iitnennrereannnaseecsarroressossncans 6,835 |3734
. Undue CONCERIIALION L. . ... . i iiiiiiniisenesannanaenneoasanannnn 650
. Other [List) .. ... . i i i i ien i nnnenaranens 3738) | 6!835 )| 3740
L 3 o T T3 T $ 231 :820 3750

See auditors’ report
-11-

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA »

BROKER OR DEALER VALUBOND SECURITIES. INC. s of 12/31/04

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
T1. Minimum net caoital reauired (6:2/3% 0f 1ine 18] .. ... ...t iiiieeerreeerseaseanrarnesrnnresareaeeens S 21J953 ] 3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capitsl requirement )
©f SUDSICIANES COMDUIED 11 2CCOrGaNCE With NOTE LA L . L.ttt it ene e s ten e aananannnns $ 100.000 3758
13. Netcapital requirement {greater of bne 11 08 12) L. L tuiiinaees ettt s 100.000 (3760
14, Excess nercapital (line 10 1ess 130 . .. .. . . it e e e e s 131.820 3770
5. Excess net capital 21 1000% lline 10 bess 10% of hine 19) ... ... ... i i ys 198 890 | 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total'A .l Labilities from Statement of Financadl CONTItION. . . ... ... ... i e ettt s 329,297 ! 3790
17. Adg:
A Drafts for immediate credit. ... ... ... e s [3800]
B. Market value of secunities borrowed or which no equivatent
Value 15 D10 OF CreONIe0 . . . . ...\ttt S 3810 0
C. Other unrecorOBO AMOUNTSILIStE . . . . . vt ee e n st inrineennnennnnnes S 3820 |8 “Y" {3830
19, TO1al 8007001 1NBEDIBONESE . . . . ... .. ... ... e $ 329 297! 3840
20. Percentage of aggregate indebtedness to net capital Hine 19=by line 10) . ... ... ..ottt % 41 42 | 3850
21. Percentage of dedbt 10 debt-equity 10181 computed in accordance with Rule 15¢3-1 (d) .. ... o v iiiini e innnn. % 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part 8
22. 2% of combined aggregate detit items 83 shown in Formuls for Reserve Requirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital compuistion including both brokers or dealers
BN CONSOITAIEO SUDSIOIBNIES BEDITS . . ...\ .\ttt it e e eeeennneeesannen s eeeaeenae et eaasananns $ 3870 |
23. Minimum dollar net capital requirement of reporting broker or desier snd minimurn net capital
requirement of subsidianies computed tn sccorsance with NOtB LA) .. ... . ittt it ieeraeanannns ¥s 3880
24. Netcapital requirement (greater of ine 2200 23) .. ..., e e e e e $ 3760
25. Excestnetcapital (hne 10 less 28} . .. ... ... .. .....iiiaaiaann.. h e e e aeee e $ 2910
26. Netcapia! inexcess of:
5% of combines sggregate debit items 0r 8120000 . .. ... . . ittt it i i e et anane s S | 3920 ]
OMIT PENNIES
NOTES:

tA) The mimimum net capital requirement should be computed by adding the minimum dollsr net capitel requirement
of the reporting broker desier and, for each subsidisry to be conolidated, the greater of :

1. Minimum dotlar net capital requirement. or

2. 6-2/3% of sggregate incebtedness or 2% of sggrepste debits if alternative method is used.

Do not deduet the value of securities borrowed under SUDOICINBLION agreements or secured demeand note

{8)

)

&

covered by suborcination agreements not in satisfactory torm and the market values of memberships 1n

exchanges contributed tor use of company (contra 10 item 1740) and partners’ secunties which were

intiuted 1n non-aliowabie maen.
For reporrs filed pursuant to paragreph (d) of Rule 17s-5, respondent should provioe » list of material

non-aliowabie sssets.

See auditors' report



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

BROKER OR DEALER  VALUBOND SECURITIES, INC.
For the period (MMDDYY) from 1/01/04 to 12/31/04

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

1. BlBNCE, DOGINNING Of DOIIOU. o - o o v ennent s te e atane e e s ieetssesas it taeatasaesasnnanensnensnnnn s 870,822 [a240

AL NELINCOME (1038). . o . v ettt ieiitet sttt e e tsteasaaenaonornenneneansossssnasasnsacnmennses s {03 024) 4250

B. Additions {Inciudes noneonformingespital of . . . . ... ... ... . . ,! 3 4262 |) 4260

C. Deductions {inciuaes nonconformingeapitabtof .. . ...... .. .............. $ 4272 |, 4270
2. Balance. end of period (Fromitem 1B00) ... ....uooiinnnnnneunreereesnssnnnnenessoessssenosannonaonas $ 267,798 [4290]

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

. BalaNCE, DEGINMING Of POIIOG ..« vttt tttanstanss ettt e e eaeoennasasensesoseeatnoneseeeosenanens ¥s 4300

F S - OO O 4310

TR o L AP 4320

0
4. Balance, end of period (From item 3520), . ...\t ittt et ettt e e e e s ["4336)
OMIT PENNIES
yn See auditors' report
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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, 2004

Percentage
of Aggregate
Indebtedness
to Net
Net Capital Indebtedness Capital
Company's computation $ 231,820 $ 329,297 142
Additional expense accruals,
revenue, expense and
other adjustments 0 0
$ 231,820 $ 329.297 142

See auditors' report

-14-



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA

BROKER OR DEALER  VALUBOND SECURITIES, INC. ss of 12/31/04

Exemptive Provision Under Rule 15¢3.-3

25. It an exemption from Rule 15¢3-3 is claimed, idenlity below the section upon
which such exemplion is based (check one only)
A (k) (9)—32,500 CODILAl CHIOROTY B3 POr RUIE 15631 .. . u oy e sne e seesstannee e earaeisreeraansons

B. (k) (2)(A)—"Special Account for the Exciusive Benefit of
CUSIOMAS’ MBIMIBINOO ... ... . iiieriiiiiaarterorrarenronsoncsnsnassassssessscsossassnansos

[(ass0]
[4se0]

4560

C. (k) (2)(B)=Ali cusiomer transactions cieared through snother
broker-desler on a fully disciosed basis. Name of clearing

fiem % First Clearing Corporation 4335 X 4570
D. (k) ()—Exempied Dy Oraer ot The COMMISBION ... .. .......ooveineeenneasoasaarecesanssonsans sevssassan 4580
Ownership Equity and Subordinated Liabllities maturing or propossd 1o be
withdrawn within the naxt six months snd sccruals, (as defined below),
which have not been deducied in the computation of Nel Capitsl.
Tyoe of Proposed
withdrawal ot Amount to be With- {MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawat or to
See below tor Oulsider? snd/or Net Capitsl Maturity Renew
code to enter Name of Lender or Contributor (in or Out) Value of Securities) Date (yes or no)
,', I 4600! l 4601[ 4802 l 4003' | le I Am‘
M [a610] [(as11] [(ae12] [as13] [as14] [as18]
M [as20] [as21] [as22] [as23] [as24) [as25]
M ["as30] [4631] 4832 4633 [as34] [as3s]
y ] 4840 | | 4541] |4u2| Iauzi ] 4844 | | 4us|
y ] 4650 ] | 4ss1| | usz] I «53] 4854 ] aess]
y ] 4860 ] I «m[ | uca] | uul | 4684 | l 4005]
M [“as70 | [as71] [aer2 | [ae73] [as74] [ae75]
M [Caee0 | [ase1] 4882 4883 4684 46285
o [ags0 | [[ae91] [as92 ] 4693 4804 [asss ]
TOTAL 81

i

4699

OMIT PENNIES

instructions: Detail listing must include the total of items maturing during the six month period following the
report oaie, regargiess of whether or ROt the Capita) contribution is expecied 10 be renewed. The
schedule musi also include proposed capital withdrawais scheduled within the six month
period totiowing the repor Oate inciuQing the proposed recemption of slock and payments of
lisbilities secured by fixed assets (which are considersd aliowabie pssets in the capital computation
pursuani 10 Rule 15¢3-1(C)(2}(iv})}, which could De required by the lender on demand or in less
than six months.

WITHDRAWAL CODE: DESCRIPTION

b Equity Capital

2. Subordinated Lisbilitles
3. Accrusls

4 15¢3-1(¢)(2)(iv) Liabilities

in

See auditors' report
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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 Stockholder
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, 2004, 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 15c3-3. 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 o Atlanta, Georgia 30342
404.892.9651 o Fax 404.876.3913 ¢ www.hawcpa.com
An Independent Member of Baker Tilly International e 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, 2004, 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 regulatory 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.

@%7 {W S 428
.Atlanta, Georgia

February 16, 2005
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