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OATH OR AFFIRMATION ‘

I, Edward M. McLean

KREISCHER MILLER !
|
|

PAGE

!
|
|
|
|

___ . swear {or affirm) that, to the best of

my knowledge and belicf the accompénying financial statement and supporting schedules pértaining to the firm of

VFIC Securities, Inc.

1]

of December 31 '
neithor the company nor any partnet, proprietor,
classificd solely as that of 2 customer, cxcept as follows:

L, 20 06 a

H |
re trie and correct. ’[ furtht;.'.r swear (or offirm) that

principal officer or director has any proprietary intcrest in any account

l

' .

|
|

COMMONWEALTH OF PENNSYLVANIA
o e NOTARIAL SEAL .

25 7 ANN M: SUPLEE? Nolary Public

< AUppér Merion:Twp., Monigomery County

s 1rry

“Signature —

l

)

Finaocial Opexations Officaer/CEO

‘2> My Commission Expires March 21, 2009

~

... Notary'Public

This report ** contaios (check all applicsble boxes):
(a) Facing Pagc. |

(b) Statement of Financial Conditicn.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financia! Condition.

(2) Statement of Chenges in

{f) Statement of Changes in

(g) Computation of Net Capital.

(h) Computation for

(i) Information Relating to

Computation for Determination of the Reserve
(k) A Reconciliation between the sudited and unaudited Statemch
consolidation.
() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

Stockholders® Equity or Parmers’ or Sole Proptietors’ Capital.i
Liabilities Subordinated to Claims of Creditors.

Dstcrmination of Reserve Requirements Pursuant to Rule 15¢3-3,
the Possassion or Control Requirements Under. Rulo 15¢3.3. I

) A Reconciliation, including appropriatc explanstion of the Computation of Net Capital Under Rule 1503-1 and the
Roquitements Under Exhibit A of Rule!15¢3-3.

|

tg of Finaneial Condition with respect to methods of

(n) Areportdescribing any material inadequacies found to exist or found to have cxisted since the date of the previous audit.

+For conditions of confidential t:}eatmcr:! of certain portions of this filing, see sactlon 240.17a-3(c}(3).
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Independent Auditors' Report

The Board of Directors
VEIC Securities, Inc.
King of Prussia, PA

We have audited the accompanying balance sheet of VFIC Securities, Inc. as of December 31,
2006 and the related statements of income, comprehensive income and changes in accumulated

~ other comprehensive income, changes in stockholders' equity, and cash flows for the year then
P & q : Y

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 VFIC Securities, Inc. as of December 31, 2006, 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 Schedules I and II 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.

K paihus [Tthen

Horsham, Pennsylvania

February 28, 2007

Audit & Accounting | Tax Strategies | Business Advisory | Technology Solutions | Human Capital Resources

215-441-4600 = fax: 215-672-8224 = www.kmco.com

Member of The Leading Edge Alliance



VFIC SECURITIES, INC.

Balance Sheet

December 31, 2006 | ,
|
ASSETS ‘
Cash and cash equivalents | ! $ 21,125
Accounts receivable, comxnis:sions , 30,773
Prepaid expenses ; - 6,395
Prepaid taxes | 548
Investment 15,395
Total assets ' . - $ 74,236
LIABILITIES AND STOC_KIHOLDER'S EQUITY |
Liabilities: ' ‘
Accounts payable to afflhate i : $ 16428
Deferred income tax hablllty , 2,000
Total liabilities : o $ 18428
Stockholder's equity:
Capital stock, no par value
authorized, 100,000 shares; ‘
issued and outstanding, 100 shares : 15,000
Retained earnings i | ! 33,913
Accumulated other comprehenswe income: | \
Unrealized gain on mvestment net of tax ! E 6,895
. | ' ;
Total stockholder's equity | ! 55,808
Total liabilities and stockholder's equity $ 74,236
i ———

See accompanying notes to financial statements.
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VFIC SECURITIES, INC.

Statements of Comprehensive Income and Changes in Accumulated

Other Comprehensive Incpr{w
Year Ended December 31, 2006

tl
.

Comprehensive income:
Net income :
Other comprehensive loss:|
Unrealized loss on investments, net of income tax
benefit of $439
;

Comprehensive income !

. i .
Changes in accumulated other comprehensive income:

Beginning of year \
Other comprehensive loss, net of income tax
benefit of $439

End of year

i H
See accompanying notes to financial statements.
I

-— .

$ 9118
(1,756)
$ 7362
$ 8,651
(1,756)
$ 6,895
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VFIC SECURITIES, INC.

Statement of Cash Flows |
Year Ended December 31, 2006

Cash flows from oper at-mg achwhes

Net income
Adjustments to reconcile net income to nef cash
provided by operating activities:
(Increase) decrease in: !
Accounts receivable,.commissions
Prepaid expenses
Prepaid taxes
Increase (decrease) in:
Accounts payable to affiliate
Accrued liabilities

Net cash provided by operat;ing activities

Net increase in cash and cash equivalents

Cash and cash equivalents: |
Beginning of year

End of year

See accompanying notes to financial statements.

$ 9118

(6,521)
1,311
2,057

10,556

(5.772)

10,749

10,749

10,376

$ 21,125



VFIC SECURITIES, INC.
1

Notes to Financial Statements
December 31, 2006

)

@)

(5)

i
|
: l
Investment ‘ :

The investment at December 31, 2006 is comprised of 500 shares of common stock in
NASDAQ Stock Market Inc. The investment is carried at lfalr yalue using market

quotations from a natlonal service. |
|

The cost basis is $10 500 The fair value at December 31, 2006 is $15 395

The investment is claSSIﬁed as an available-for-sale security and accmdmgly, the related
unrealized gain or loss is presented as a separate component of stockholder s equity.

Related Party Transa'ctions | l
l

The Company pays d management fee to Valley Forge Investmerllt Consultants Inc. (VFIC)
for payroll and other management services provided to the Company by VFIC. The
management fee fo1; 2006 amounted to $354,693. In addltlorl Valley Forge Financial
Group, Inc. (VFFG) allocates costs to the Company including salary, employee benefits,
insurance and OCCUpANcy expenses. Rental expense, which amounted to $15,744 in 2006, is
paid to an entity controlled by VFFG's controlling stockholder At December 31, 2006,
accounts payable to VFIC were $16,428. VFIC and VFFG have, common ownership with
the Company. : | i

_ ! |

In 2006, the Compan‘y received placement fees from entities controlleid by VFIC of $10,254
which is included m gross commissions. At December 31, 2006 accounts receivable

comm1ssxons mclude %4 354 due from these entities. |

Retirement Plan . ‘

v ' k
Eligible employees |participate in a 401(k) Savings Plan of zim afliliated entity which
provides for contributions at the option of the Company. The Company contributed
$3,154 to the Plan in!2006. ' ,

i
I '
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Schedule [

VFIC SECURITIES, INC.
N
Computation of Net CapitallUnder Rule 15¢3-1 of the
Securities and Exchange Commission !
December 31, 2006 | |
|
Total stockholder's equity $ 55,808
Nonallowable assets: .
Prepaid expenses 5 ; (6,942)
Haircut on investments (l:'?%) \ (2,309)
| —_—
Net capital | $ 46,557
i
Aggregate indebtedness: )
Accounts payable l : $ 16,428
Deferred income tax liability ' 2,000
i t -
Total aggregate indebtedness | $ 18,428
‘1 ——
Computation of Basic Net Caiipital Requirement: l
1 - R '
! T
Minimum net capital reqLT'ired | $ 5,000
| e
Excess net capital at 1,500 percent ! . $ 41,557
, | ;
Excess net capital at 1,000:percent ; | $ 44,714
i 1
Ratio: Aggregate indebtec|1ness to net capital 3% tol

-10-
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Independent Auditors' Report on Internal Control

Board of Directors
VFEIC Securities, Inc.
King of Prussia, PA

In planning and performing our audit of the financial statements of VFIC Securities, Inc. (the
Company) as of and for the year ended December 31, 2006, 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 f<|3r des:igning our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company's 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
consideration of control activities for safeguarding securities. This study included 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 exemption provisiorlls of rule 15¢3-3. Because
the Company does not carry security 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 quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of
the 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 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.

Audit & Accounting | Tax Strategies | Business Advisory | Technology Solutions | . Human Capital Resources

Member of The Leading Edge Alliance




Because of inherent hmlhtlons in internal control or the. practices and plocedmes referred to
above, error or fraud may occu1 and not be detected. Also, projection rof any evaluation of them
to future periods is sub]ect to the risk that they may become madequate because of changes in

conditions or that the effechveness of their design and operation may deterlorate
I

A control deficiency exists when the design of operation of a cor\uol does not allow
management or employeel:s in the normal course of performing thelr a351gned functions, to
prevent or detect mlsstatementb on a timely basis. A sxgmfu:ant defilcxency is a control
deficiency, or a combmah‘on of control deficiencies, that adversely af‘fects the entity's ability to
initiate, authorize, record, process, ot report financial data reliably in accmdance with generally
accepted accounting prxl?(:lples such that there is more than a lemote likelihood that a
misstatement of the entity's financial statements that is more than 1nc0nsequentlal will not be
prevented or detected by t the entity's internal control. _ {
| r

A material weakness is a signifxcant deficiency, or combination of signific"mt deficiencies, that
results in more than a 1em|ote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity's internal control. F .
L

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in|internal control that
might be material weaknesses. We did not identify any def1c1enc1es in [inter nal control and
control activities for safegualdmg securities that we consider to be material weaknesses, as

defined above. : | ‘

We understand that practices and procedures that accomplish the o}IJjecti"/es referred to in the
second paragraph of th1s‘1ep01t are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulahohs and that practices
and procedures that do ‘not accomplish such objectives in all matenal respects indicate a
material inadequacy for such purposes. Based on this understandmg and on our study, we
believe that the Company's practices and procedures, as described i m the ‘second paragraph of
this report, were adequate at December 31, 2006 to meet the SEC's ob]ectlves

This report is intended| solely for the information and use of! the [Board of Directors,
management, the SEC, the National Association of Securities Dealelst Inc.,Jand 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 be and should not be used
by anyone other than these specified parties. . |

Horsham, Pennsylvania ' | ENK

February 28, 2007
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