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OATH OR AFFIRMATION

[, Vincent Butkevits, swear (or affirm) that, to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining to the firm of JVB Financial Group, LLC, as of
December 31, 2007 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:
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Facing page

Statement of Financial Condition

Statement of Income (Loss)

Statement of Changes in Financial Condition

Statement of Changes in Stockholders’ equity or 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 Requiremenis Pursuant to Rule 15¢3-3

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¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3

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

An Qath or Affirmation

A copy of the SICP Supplemental Report

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

** For conditions of confidential ireatment of certain portions of this filing, see section 240.17a-3(e)(3).
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1900 NW Corporate Blvd., Suite Fast 210
Boca Raton, FI. 33431

O Tel: 561.886.4200
. Fax: 561.886.3330
e-mail: info@sherbcpa.com

SHERB & CO., LLP Offices in New York and Florida
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Member
JVB Financial Group, LLC

We have audited the accompanying statement of financial condition of JVB Financial Group, LLC as of
December 31, 2007, and the related statements of operations, changes in member'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 statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on the 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 JVB Financial Group, LLC as of December 31, 2007, 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 the supplementary information 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,

Bk o+ (5, 37P

Boca Raton, Florida Certified Public Accountants
February 15, 2008



JVB FINANCIAL GROUP, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007

Cash

ASSETS

Marketable securities, at market value

Other receivables
Due from affiliates
Prepaid expenses

Clearing deposit and other deposits

Liabilities:

Total assets

LIABILITIES AND MEMBER'S EQUITY

Payable to clearing organization, net

Securities sold, not yet purchased, at market value
Commissions payable

Accrued expenses

Member's equity

Total liabilities

Total liabilities and member's equity

See accompanying notes to financial statements.

-a.

$

118,112

368,601
4,988,929

4,236,579

2007

58,328
8,045,686
15,344
9,352
78,686

9,225,508

3,158,600
910654
542,074

9,225,508




JVB FINANCIAL GROUP, LLC
STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2007

2007
Revenues:
Commissions 3 17,746
Proprietary trading 8,270,635
Interest 1,885,318
Unrealized loss on marketable securities (46,025)
Other 67,605
Total revenues 10,195,279
Expenses:
Compensation and benefits 5,445,352
Clearing costs 719,632
Regulatory fees 30,199
Management fee 36,745
Communication costs 447,794
Interest expense 2,080,465
insurance costs 290,248
Professional fees 118,411
Rent 331,130
Other expenses 429,748
Total expenses 9,829,724
Net income 3 265,655

See accompanying notes to financial statements.
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JVB FINANCIAL GROUP, LLC
STATEMENT OF CHANGES IN MEMBER’S EQUITY
YEAR ENDED DECEMBER 31, 2007

2007
Balance, January 1, 2007 $ 3,859,531
Contributions from the member 250,000
Distributions to the member (138,507)
Net income 265,555
Balance, December 31, 2007 3 4236579

See accompanying notes to financial statements.
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JVB FINANCIAL GROUP, LLC
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2007

Cash fiows from operating activities:
Net income
Adjustments to reconcile net income to net cash used in
operating activities:
Unrealized loss on marketable securities
Changes in assets and liabilities:
{Increase) decrease in
Prepaid expenses
Other deposits
Other receivabies
Marketable securities
Increase (decrease) in:
Payable to clearing organization
Commissions payable
Accrued expenses
Net cash used in operating activities

Cash flows from investing activities:

Cash flows from financing activities:
Contributions from the member
Distributions to the member

Net cash provided by financing activities

Net increase in cash

Cash, beginning of year

Cash, end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

See accompanying notes to financial statements.
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2007

$ 265,555

46,025

18,830
(14,112)

29,317

5,469,311

(6,187.731)
162,287
129,853

(80.665)

250,000
(138,507)

111,493

30,828

27,500

$ 5838

$  2.080465



JVB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1- DESCRIPTION OF BUSINESS

JVB Financial Group, LLC (the Company) is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority (FINRA). The
Company is a Florida Limited Liability Company that is a wholly-owned subsidiary of JVB Financial
Holdings, LLC.

All customer accounts are cleared though Pershing LLC a subsidiary of The Bank of New York.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

The Company considers all highly liguid debt instruments with original maturities of three months or less
to be cash eqguivalents.

Revenue Recognition

Proprietary securities transactions are recorded on the trade date, as if they had settled. Profit and loss
arising from all securities fransactions entered into for the account and risk of the Company are recorded
on a trade date basis.

The Company generates commission income from sales and purchases of bonds on behalf of customers.
Commissions are recorded on a trade date basis.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Marketable Securities

Marketable securities held at year-end consist of trading securities, which are reported at fair value with
unrealized gains or losses included in earnings.

Income Taxes

As a limited liability company, the Company is treated as a partnership for Federal and State income tax
purposes. Under subchapter K of the internal Revenue Code, sach member is taxed separately on his
distributive share of the Company's income whether or not that income is actually distributed.
Accordingly, no provision for income taxes has been recorded in the accompanying statement of
operations for the year ended December 31, 2007.

NOTE 3- RELATED PARTY TRANSACTIONS

A retated company through common ownership and management provides management and consulting
services to the Company. In connection with the management agreement, the Company incurred
management fee expenses of $36,745 for the year ended December 31, 2007. The Company also
incurred expenses for rent to this related party in the amount of approximately $324,000 for the year
ended December 31, 2007.



JVB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 4 — NET CAPITAL REQUIREMENTS

The Company 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, except for the first 12 months of
operations when it shall not exceed 8 to 1 (and the rule of the “applicable” exchange also provides that
equity capital may not be withdrawn or cash dividends paid if the resuiting net capital ratio would exceed
10 to 1). At December 31, 2007, the Company had net capital of $3,675,473 which was $3,404,188, in
excess of its required net capital of $271,285. The Company's ratio of aggregate indebtedness to net
capital computed in accordance with Rule 15¢3-1 was 1.11 10 1.

NOTE 5 - RECEIVABLE FROM AND PAYABLE TO CLEARING ORGANIZATIONS

The Company clears all of its proprietary and customer securities transactions through another broker-
dealer on a fully disclosed basis. At no time is the Company in possession of customer funds.

The Company has a $4,780,616 receivable from their clearing organization at December 31, 2007 which
consists primarily of the Company'’s trading profits and net commissions due from customer trades.

The Company has a $7,939,216 payable to their clearing organization at December 31, 2007 which
includes amounts due on cash and margin transactions and is collateralized by securities owned by the
Company.

The Company's clearing organization nets the receivable and payable, hence carrying either an amount
payable to the Company or amount receivable from the Company. At December 31, 2007 the Company
had a net payable to this clearing organization of $3,158,600.

NOTE 6 — MARKETABLE SECURITIES

Marketable securities, as shown in the accompanying statement of financial condition, consist primarily of
federal, state and municipal government obligations. Their cost and estimated market value at December
31, 2007 are as follows:

Securities sold,

Owned not yet purchased

Trading securities:
Cost $ 8,861,276 3 914,220
Unrealized loss 84,410 5434
$ 89458686 3 919,654

The Company included unrealized losses in the amount of $46,025 in earnings for the year ended
December 31, 2007.



JVB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7—- OTHER RECEIVABLES

Other receivables consist of the following at December 31, 2007:

Short-term loans due from employees $ 15,344

$ 15,344

NOTE 8 - CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill
their obligations, the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy to review, as
necessary, the credit standing of each counterparty.

The Company maintains its cash in bank accounts at high credit quality financial institutions. The
balances at times, may exceed federally insured limits.

NOTE 9 — FINANCIAL INSTRUMENTS

The carrying amounts reported in the balance sheet for cash, marketable securities, receivables, prepaid
expenses, deposits and payables approximate fair value based on the shori-term maturity of these
instruments.

NOTE 10 — RETIREMENT PLAN

The Company maintains a defined contribution plan covering substantially all employees of the Company.
Employees who have attained age eighteen and have completed one month of service are eligible to
become a participant in the plan. The plan is subject to the provisions of the Employment Retirernent
income Security Act of 1974 (ERISA). The Plan has an agreement with a company to act as investrnent
manager and invest the Plan’s assets in various types of funds. Participants can elect to have a
percentage of their compensation contributed to the Plan. The Company may contribute a matching
contribution to the plan for each participant equal to a percentage of the elective contributions made by
the participants. Pension contribution expense was approximately $141,200 for the year ended December

31, 2007.

NOTE 11 -ACCRUED EXPENSES

In March 2006 the Company recorded a Financial industry Regutatory Authority {"FINRA”) proposed fine
of $100,000 as an accrued expense. The fine was imposed due to the Company not properly capturing
employees' e-mails. The Company intends to vigorously dispute the fine when and if the Financial
industry Regulatory Authority ("FINRA”) attempts to enforce it.



JVB FINANCIAL GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 12 —-SUBSEQUENT EVENTS

In January 2008 a former employee of JVB Financial Group, LLC filed a suit against JVB Financial Group,
LLC for breach of contract and unjust enrichment seeking approximately $72,000 in alleged back pay. He
has filed an arbitration claim with the Financial Industry Regulatory Authority ("FINRA") and JVB Financial
Group, LLC has up to and including March 18, 2008 to serve an Answer. JVB Financial Group, LLC
intends to aggressively defend against this claim and to contest the case vigorously. As of February 2008
the Company does not believe it is reasonably probable or likely that the Claimant wilt recover damages
against JVB Financial as a result the Company has not accrued any amount related to this suit.
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JVB FINANCIAL GROUP, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2007

Net capital computation;
Total member's equity

Deductions and/or charges:
Non-allowable assets:

Deposits

Due from affiliate

Prepaid expenses

Other receivables

Total non-allowable assets

Net capital before haircuts on securities positions

Haircuts on securities:
Corporate, Federal, State and Municipal government obiigations
Undue concentrations
Total haircuts on securities
Net capital

Required minimum capital
Excess net capital

Aggregate indebtedness:

Aggregate indebtedness as included in the
Statement of Financial Condition

Ratio of aggregate indebtedness to net capital
Reconciliation:
Net capital, per unaudited December 31, 2007 FOCUS report, as filed

Net audit adjustments
Net capital, per December 31, 2007 audited report, as filed

12-

$ 4,238,579

18,112
9,352
78,686
15,344
121,494

4,115,085

438,547
1,065
439,612

3,675,473

271,285
$ 3404188

$_ 4060275

1.11 t0 1

$ 3623110
52,363

$ 3675473




JVB FINANCIAL GROUP, LLC

SUPPLEMENTARY INFORMATION PURSUANT TO RULE 17A-5
OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 231, 2007

JVB Financial Group, LLC is claiming exemption under the provisions of Securities and Exchange
Commission Rule 15c3-3(k){2)(ii) as all customer transactions are cleared through Pershing on a fully
disclosed basis.

Therefore, the following reports are not presented:

A) Computation for Determination of Reserve Requirement under Rule 15¢3-3.

B) Information Relating to the Possession or Control Requirements under Rule 15¢3-3.
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SHERB & CO., LLP | Offices in New York and Florida

Certified Public Accountants

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 Member
JVB Financial Group, LLC

In planning and performing our audit of the financial statements and supplemental scheduies of JVB
Financial Group, LLC for the year ended December 31, 2007, 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 (or aggregate debits) and net capital under rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of rule 15¢3-3. Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in any of the

following:
1) Making 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 contro! 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 conirols
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 accordance 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, 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,

Qur 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 refatively 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, which 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 accompiish 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, 2007 to meet the SEC's objectives.

This report is intended solely for the information and use of the Member, management, the SEC 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.

Bk B, 40

Boca Raton, Florida Certified Public Accountants
February 15, 2008




