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OATH OR AFFIRMATION
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L STEPHEN A.'HUNTER, swear (or affirm) that, to the best of my knowledge
accompanymg financial statement. and supporting schedules pertammg to the firm of VANIR
SECUR]TIES INC. as of DECEMBER 31, 2006, are true and correct [ further swear, {or affirm) that
nelthpr the company nor any partner, proprietor, principal officer or director has any propnetary interest in
any account classified solely as that of a customer, except as follows:

and belief the

|
NONE l ll
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Statement of Income (Loss). ‘ !

¥

Statement of Cash Flows, !

Statement of Changes in Stockholders’ Equity t)r Partners or Sole Proprietor’s

Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital,

Computation for Determination of Reserve Requirements Pursuant to Rule

15¢3-3.

Information Relating to the Possession or contﬁol Requirements;
15¢3-3.

Under Rule

A Reconciliation, including appropriate explanation, of the Computation of Net

Capital Under Rule 15¢3-1 and the Computatlon for Deter
Reserve Requirement Under Exhibit A of Rule 15¢3-3.

A Reconciliation-between the audited and unaudited Statements
Condition with respect to methods of consolidation.

An Oath or Affirmation.

A copy of the SIPC Supplemental Report.

mination of the

of Financial

A report describing any material inadequacies found to exist or found to have

existed since the date of the previous audit. | ;
Independent Auditor’s Report on Internal Accounting Control.

17a-3(e)(3).
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Independent Auditor's Report

Board of IDircclors
Vanir Secl.urities, Inc.
Sacramento, California

|
|
| ;
i H
!
|

We have .1ud|ted the accompanymg statement of financial condition of Va]mr Securities, [nc as of December
31, 2006, and the related statements of income (loss), changes in stockholder’s 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 .I.tatements are the responsibility of the Company's management. Our respon51b1]1ty 18 to express an
opinion on these financial statements based on our audit. | gﬁ

) ’ !
We conducted our audit in accordance with auditing standards generally accepted in th’e United States of
America. |Those standards require that we plan and perform the audit to obtam reasonab!e assurance about
whether the financial statements are free of material misstatement. An audlt includes exammmg, on a test
basis, ewdence suppomng the amounts and disclosures in the financial statements. An audlt also includes
assessing 1he accounting principles used and significant estimates made by management, as -well as evaluating
the overal| financial statement presentation. We believe that our audit prowdes a reasonable basis for our
opinion. : ﬁ

I

In our opinion, the financial statements referred to above present fairly, in all material resp}ects the financial
position of Vanir Securities, Inc. at December 31, 2006, and the results of thelr operations and their cash flows
for the penod then ended in conformity with accounting principles generally accepted in tHe United States of
America. | 1 ;{
Our audit was conducted for the purpose of forming an opinion on the bas:c financial statiements taken as a
whole. The information contained in Schedules I and I1 is presented for purposes of addmonal analysis and is
nota reqm'red part of the basic financial statements, but is supplementary information requlred by rule 17a-5
under the Securities Exchange Act of 1934. Such information has been subjected to the audltmg procedures
apphed n 1lhc 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. : !

e i !

l
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March 22, 2007 T
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Vanir Securities, Inc.

Statement of Financial Conditlion

Prof)erty and equipment, net of
$391 accumulated depreciation

1 1,562

December 31, 2006 !

|

|

Assets |

!
Cash and cash equnvalents ‘ $ 52,688
Deposﬂ at cleanng organization ; 25,799
Con11m1551ons recewables | 14,721
Prepaid expensées ! 2,720

|

|

Total assets ' g 97,490

g

|

|

Liabilities and Stockholder's Eduit)lf
Accounls payable and accrued expenses $ 46,172
Taxus payable I 3.273
Total llabllltles S 49,445

Stockholder s eq u1ty
Common stock (20,000 shares of $1.00 par value

|
|
! authorlzed 20,000 shares issued and outstanding) $| 20,000
‘ Addmonal pald in capital | 31,489
|
|.

Retamed earnings (deficit) ' (3,444)
Total stockholder's equity !

Total liabilities and stockholder's equity

See independent auditor's report and accompany‘ing notes.

4 |




For the Year Ended December 31

Revenue

Cc?mmissions and related fees
Interest income
Total revenue

Expenses

Ménéagement fees - -
Professional fees

i
Clearance
Deépreciation

Other operating expenses
Total expenses

Income (loss) before income taxes
Income tax benefit

Net income (loss)

See independent auditor's report and accompanying notes.

Vanir Securities, Inc.

Statement of Income (Loss)

|

5

|
!
|
!
|
|

, 2006 t

! 13.339

| $ (43,079)!

$ 239,562,

1,070

240,632

245,721
23,448
7,026
391

289,925

(49,293)

62]4l

———

|




|

‘Statement of Changes in Stockholdell"'s Equity

Vanir Securities, Inc.
!

For the Year Ended December 31!, 2006

Additional Retained
Common Paid in Earnings Stockholder’s
Stock Capital 1 (Deficit) Equity
December 31, 2005 $ 20,000 $ 31,489 39,635 1 $ 01,124
Net income (Ioss)‘; (43,079) (43,079)
December 31, 2006 $ 20000 § 31,489 (3.444) | $ 48,045

i e —

|
|
i
t
|
|

| !
| |

) ) N
See independent auditor's report and accompanying notes.
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Vanir Securities, Inc,

CASH FLQWS FROM OPERATING ACTIVITIES

Net income (loss}
Adjustments to reconcile net income (loss) to net
cash provided (used) by operating activities:

Depreciation
Deferred taxes

(Increase) decrease in:
Commissions receivable
De;:éosit at clearing organization
Prepaid expenses
Increase (decrease) in:
Accounts payable and accrued expenses

lncome taxes payable
Net cash prov1ded (used) by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES

|

CASH FLOWS FROM INVESTING ACTIVITIES

Pur(i;hases of equipment

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

! 7

Statement of Cash Flows

_ _ _ :

For the Year Ended December 31, 2006

I
I
!
3

~ See indeperident auditor's report and accompanying notes.

'(43,079)

3

391
(2,000)

(3,386)
(4,245)
(2,285)

44,739

(5,814)

(15,679)

0

(1,953

$

i
%1 7,632)

170,320

$

152,688
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Vanir Securities, Inc,

PR -

Notes to the Financial Statements

December 31, 2006

|

E i
! i
I |

| |

‘f anir Securltles Inc. {the Company), was formed in November 2004 and 1tncorporated in the
‘:tate of Delaware The Company is a wholly owned subsidiary of Vanir Fmar‘lelal Services, Inc.
(nVFS) The purpose of the Company is to act as a broker dealer engaging in general securities

actlvmes.

1

The Company was accepted as 2 member of the National Assomatlon of Secormes Dealers, Inc.
(NASD) on ;June 30, 2006 and was granted a broker-dealer certificate by the California

Department of Corporations.

[

[

ummary of $igniﬁcant Accounting Policies |

b
b

| |
Security Transactions I
Customer securities transactions and related commission income and expenses ‘are recorded
on a settlement date basis. The financial statement effect‘of recording these transactions at

the settlement date rather than on the transaction date is not! srgmﬁcant

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company has defined cash equivalents as
highly 1|qu1d investments with original maturities of three months or less that are not held for
sale in the ordinary course of business.

Fair Value of Financial Instruments
Unless otherwise indicated, the fair values of all reported assets and' liabilities which
represent ﬁnancml instruments (none of which are held for tradlng purpose’zl;) approximate the
carrying values of such amounts. ! ‘

+ '

Income Taxes
The Company computes its income taxes under Statemnent of Financial Accounting Standard
No. 109 “Accounting for Income Taxes” (“SFAS 109"). nUnder SFAS IO9 the difference
between the financial statement and tax basis of assets and liabilities is computed annually.

Deferred i income tax assets and liabilities are computed forithose dlfferences that have future
tax consequences using currently enacted tax laws and ratesthat apply to the periods in which
they are [expected to affect taxable income. Valuatlon allowances al{'e established, if
necessary, to reduce deferred tax asset accounts that will more likely than ‘ot be unrealized.

Income tax expense is the current tax payable or refundable for the period i'plus or minus the
net changes in the deferred tax asset and liability account. i

t
i

Furniture and Equipment : |
Property and equipment are valued at cost. Depreciation is bemg provided l')y the use of
accelerated and straight-line methods over estimated useful lwes of the assets.

| |
|
|




(2

3

(4)

PR

; Vanir Securities, Inc.
| |
Notes to the Financial Statements

December 31, 2006

\
' |

Summary of Significant Accounﬁng Policies {continued)

Commissions Receivable

will be charged to operations when that determination is mzlade

i
Use of Estimates l

prmc1ples requires management to make estimates: and assumptions
reported :amounts and disclosures. Accordingly, actual results could
estimates.

Income Taxes

1

] |
The Company considers commissions receivable to be fully collectible, and accordingly, no
allowance for doubtful accounts has been provided. If amounts become;

luncoltectlblo they

The preparatlon of financial statements in conformity w1th generally acccpted accounting

that affect certain
I}d:ffer from those

|
|
|
)

The Company s total deferred tax assets and liabilities as of December 31, 2006 are as follows:

it

Deferred tax assets

Federal $ 1197

California 4048 "

Valuation allowance (4.245)
Net deferred tax asset $§ 1 0

i
|
e

[')eferred tax assets are primarily the result of fedéral and California nct operating loss
carryforwards of 31,314 and $45,794; respectively. The federal California loss carryforwards are
duo to expire in 2016 and 2026, respectively. -Since it is more likely than not the deferred tax
assets will be unrealized, a valuation allowance of $4,245 has been established. !

[ncome tax expense (benefit) for the year ended December 31, 2006, consisted

Current |
Federa! benefit of NOL carryback $ (7,014)
State tax expense 1800

Tax expense (benefit) $(6.214)

Net Capital R'equirements

of the following:

"l he Company is subject to the Securities and Exchange Commlssmn s uniform net capital (Rule
15C3 1D whlch requires the Company to maintain minimum net capital equal“to or greater than

$5 000 and a ratlo of aggregate indebtedness to net capital not 1exceedmg 8 to

1 both as defined.

At December 31, 20006, the Company’s net capital was $43, 763 which exceeded the requirement

by $38,763. | L

1

i
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: Vanir Securities, Inc.

Notes to the Financial Statemelnts

December 31, 2006

l

|

|

|

' |

Related Pam. !

\

Under an expense sharing agreement, VFS provides ofﬁce‘ space and pays most overhead,
ﬁnancml legal and other administrative expenses for the Company. In 2006, the Company paid
$|200 721 in management fees and reimbursement of expenses | to VFS and an addmonal $45,000
was payable to VFS at December 31, 2006. The Company’s results of operatlons and financial
posmon could differ significantly from those that would have been obtained if all overhead and
rent expenses'were paid directly. : l

|

\

k

Financial Instrnments with Off-Balance-Sheet Credit Risk

As a securities broker, the Company executes transactlons with and !on behalf of its
customcrs The Company introduces these transactions for clearance to a cleanng firm on a fully

disclosed ba51s ] l

In the normal course of business, the Company’s customer act1v1t|es mvo]ve the execution of
securities transactions and scttlement by its clearing brokcr The agreemcnt between the
Company and its clearing broker provides that the Company is obhgated to assume any exposure
re lated to nonperfonnance by its customers.” These activities may expose thell Company to off-
balancc sheet risk in the event the customer is unable to fulfi llnts contracted obllganons In the
e*lv'ent the customer fails to satisfy its obligations, the Company may be reqm{ed to purchase or
scll financial instruments at a prevailing market price in order to fulfill the customer’s obligation.
l

The Company seeks to control off-balance-sheet credit nsk by monitoring its customer
transactions and reviewing information it receives from its c]earmg broker onja daily basis and
reserving for doubtfu] accounts when necessary. -

10
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Net Capital

1

Vanir Securities, Inc.
i Schedule I
Computation of Net Capital under Rul‘e 15¢3-1 of
the Securities and Exchange Commission

As of December 31, 2006

Total stockholider’s equity qualified for net capital

Less: Non-allowable assets

Net ca;')ital

Net minimum capi;tal requirement of 6.67% of aggregate
indebtedness of $49,445 or $5,000, whichever is greater

Prepatd expenses

Fixed assets

Total non-allojwable assets

Excess|net capital

Net capital, as repdfrted in Company's Part Il of Form X-17A-5
as of Decemb?r 31, 2006

Recoﬁciliation with Company's Net Capit } r
(included in Part I of Form X-17A-5 as of December 31,]2006)

Decrease in stockholder's equity
Increa:se in non-allowable assets
Net capital per above computation

12

|
|

f

]
L
|
t
¢
i

!
|

|
I
1
4

|
i
|
g
i
|
|
|
|

§ 2,720

1,562

$ 48,045

4,282

43,763

5,000

$ 38,763

al Computation

$ 81,941
(38,569)
391

$ 43,763
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Vanir Securities, Inc.

. Schedule 11

Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3 of the

Securities and Exchange Commission

For the Year Ended December 31|, 2006
i .
t

exception from Rule 15¢3-3 is claimed, based upon section (k)(2)(i1). All customer

transactlons are processed in accordance with Rule 15¢3- ](a)(2)l

i
|

Information for Possession or Control
Requirements Under Rule 15c1l§ -3

For the Year Ended December 311 2006 |

An exception from Rule 15¢3-3 is claimed, based upon section (k)(2§(i).

i
|
{

13




ERNST IWHV TTER; & ASSOCIATES Certified Public Accountants
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Independent Auditor's Report on lnternal
Accounting Control Required by SEC Rule 17a-5

Board 0|f Directors !
Vanir Securltles Inc

|
|
|
|
San Francnsco Callfomla ' 4
|
|

In planning and performlng our audit of the financial statements and supplemental schedules of Vanir
Secuntlles Inc. (the Company), as of and for the year ended December 3 1 2006, in accordance with auditing
standards generally accepted in the United States of America, we con51dered the Company s internal control
over fmancml reporting (internal control) as a basis for designing our audmng procedureté for the purpose of
expressmg our opinion on the financial statements, but not for the purpose of expressmé1 an opinion on the
effectlveness of the, Company’s internal control. Accordlngly, we do not express an opinion on the
effect:veness of the Company s internal control. }

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Comm1ssmn (SEC), we have made a
study of the practlcesl and procedures followed by the Company 1nclud1ng consideration lof control activities
for safeguarding securities. This study included tests of such practices and procedures | that we considered
relevam to the objectwe stated in rule 17a-5(g) in making the periodic computatlons of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determmmg compliance
with the exemptive prowsmns of rule 15¢3-3. Because the Company does not carry sec't'mtles accounts for
customf IS Or perform custodial functions relating to customer SGCUI’]UCS,‘WC did not rev1ew the practices and
procedures followed by the Company in any of the following: l

1. Making' quarterly securities examinations, counts, verifications, and
recordat'ion of differences required by rule 17a-13 o ;
] ;

t

comparisons and

2, Complym g with the requirements for prompt payments for securl‘nes under Sectlon 8 of Federal
Reserve‘Regulatlon T of the Board of Governors of the Federal Reserve System
. i P o [P : 1
The malqagement of the Company is reSponS1ble for establlshmg and mamtammg mtema} control and the
praCthCIS and procedures referred to in the preceding paragraph. In fulﬁ!lgng this responsﬂenhty, estimates and
_]udgem1l=nts 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
procedulres can be expected to achieve the SEC’s above-mentioned ob]ectlves Two é’f the objectives of
internallcontrol 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 ufrlth management's
authom'atlon and recorded properly to permit the prepatation of ﬁnanénal statements m conformity with
generally accepted accountmg principles. Rule 17a-5(g) lists add1t10na1 objectives of the practices and
procedures listed in the preceding paragraph.

t

14
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Because of inherent llmltattons in internal contrel and the practices and procedures referred to above €rTor or
fraud may occur and not be detected. Also, projection of any evaluation ‘of them to future periods is subject
to the I’lSk that they may become inadequate because of changes in conditions or that the effectlveness of their
design and operation may deteriorate. ‘ i

F [
A control deficiency exists when the design or operation of a control does not a]loiv management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely, basis. A significant deficiency is a control deficiency, or combmation of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process or report ﬁnanc:al data reliably in
accordance with generally accepted accounting principles such that there 1s more than a remote likelihood
thata mlsstatement of the entity’s financial statements that is more than mconsequentlal will not be prevented
or detected by the entity’s internal control. 1 ;
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more th.lm a remote likelihood that a material misstatement of the ﬁnan(:lal statements w111 not be prevented

i

or detected by the entity’s internal control, ' .f
|
Our consnderatlon of internal control was for the limited purpose descnbed in the first and second paragraphs
and WOtllld not necessarily identify all deficiencies in internal control that might be matenal weaknesses.
However we identified the following deficiency in internal control that we consrder to be a matenial
weaknevs as defined above. This condition was considered in determmmg the nature, tlmmg, and extent of
procedu'res tobe performed in our audit of the financial statements of the Company for the period/year ended
December 31, 2006, and this report does not affect our report thereon dlated March 22, 2007
| I
The size of the business and the resultant limited number of employees HIIpOSES practtcal limitations
on the effectiveness of those internal control policies and procedures that depend‘on the segregation
Iof duties. Because this condition is inherent in the size of the Company, the speci ific weaknesses are
not described herein and no corrective action has been taken or proposed by the Company.
We undlerstand that practices and procedures that accomplish the objectives referredI 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 pra'ctlces and procedures that do not
accomphsh such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understandmg and on our study, we believe that the Company's pracnces and procedures as described
in the second paragraph of this report, were adequate at December 31, 2006 to meet the SEC's objectives.
F
This report is intended solely for the information and use of the Boa!rd of Directors,imanagement, the
Secuntul.s and Exchange Commisston, the National Association of SCCUI‘ltICS Dealers and other regulatory
agenmes which rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in thelr regulation of
registered brokers and dealers, and is not intended to be and should not be used by anyone other than these
speclﬁed parties. \ t I

March 22, 2007




