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OATH OR AFFIRMATION

I, Thomas C. Dorn , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

__ Vector Securities Internmational, L .L.GC. , as
of December 31, ,2008 , are true and correct. I 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:

NONE

ﬁv"ﬁ”‘ %;77?0& CZQWV

OFFICIAL SEAL 3 -
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NOTARY PUBLIC - STATQIOF ILLING:S :k el Operatir{g e
- MY COMMISSiON EXPIRES:03/24/16 4 e

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) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

I (g) Computation of Net Capital.

I (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.

O () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Affiliate
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Independent Auditors’ Report

Member
Vector Securities International, L.L.C.
Deerfield, Illinois

We have audited the accompanying statement of financial condition of Vector
Securities International, L.L.C. (the Company) as of December 31, 2008 and the
related statements of operations, changes in member’s capital and cash flows for the
year then ended. 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 Vector Securities International, L.L.C. as
of December 31, 2008 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 accompanying 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 of the
Securities Exchange Act of 1934. Such additional 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.

Chicago, Illinois
February 23, 2009

*Also licensed to practice by the State of Florida



VECTOR SECURITIES INTERNATIONAL, L.L.C.

STATEMENT OF FINANCIAL CONDITION

December 31, 2008

ASSETS
Cash and cash equivalents § 305,391
Due from affiliates 2,566
Property and equipment, net of accumulated
depreciation of $55,067 30,588
Other assets 66,890
Total assets $ 405,435
LIABILITIES AND MEMBER’S CAPITAL
Liabilities:
Accounts payable and accrued expenses $ 2,500
Deferred rent 15,957
Total habilities 18,457
Member’s capital 386,978
Tota] liabilities and member’s capital $ 405,435

See notes to financial statements.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

STATEMENT OF OPERATIONS

Year ended December 31, 2008

Revenues:
Advisory fees $ 3,164,652
Interest income 8,675
Other 191,008
Total revenues 3,364,335
Expenses:
Employee compensation 3,186,727
Professional fees 30,480
Rent, net 11,844
Insurance 87,941
Telephone 27,651
Travel and entertainment (986)
Depreciation and amortization 10,168
Other 34,818
Total expenses 3,388,643
Net loss $ (24,308)

See notes to financial statements.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

STATEMENT OF CHANGES IN MEMBER’S CAPITAL

Member’s capital, January 1, 2008 $ 411,286
Net loss (24,308)
Member’s capital, December 31, 2008 $ 386,978

See notes to financial statements.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

STATEMENT OF CASH FLOWS

Year ended December 31, 2008

Operating activities:

Net loss $ (24,308)
Adjustments to reconcile net loss to cash
used in operating activities:
Depreciation and amortization 10,168
(Increase) decrease in operating assets:
Due from affiliates (2,096)
Prepaid expense 3,789
Decrease in operating liability:
Deferred rent (2,099)
Cash used in operating activities (14,546)
Investing activities:
Acquisitions of property and equipment (15,787)
Cash used in investing activities (15,787)
Decrease in cash and cash equivalents (30,333)
Cash and cash equivalents, beginning of year 335,724
$ 305,391

Cash and cash equivalents, end of year

See notes to financial statements.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS

1. Organization and summary of significant accounting policies

Operations:

Vector Securities International, L.L.C. (the Company) was organized on July 27, 2001, pursuant
to the provisions of the Delaware Act and commenced operations on November 1, 2001. The
Company, headquartered in Deerfield, Illinois, is registered as a securities broker-dealer under
the Securities Exchange Act of 1934 and a registered member of the Financial Industry
Regulatory Authority (FINRA). The Company engages in mergers and acquisition advisory
services.

The Company is wholly-owned by Vector Securities, L.L.C. (the Parent), a related entity that
acts as a holding company, comprised of private investors who also manage the Company.

If cash flows from operations are insufficient to fund any cash shortfalls necessary for the
Company to continue as a going concern, the Parent has the ability and intent to infuse more
capital into the Company sufficient for the Company to continue operations.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Cash and cash equivalents:

The Company considers all highly liquid investments with a maturity of less than 90 days at the
time of purchase to be cash and cash equivalents.

Concentration of risk:

The Company places its cash in bank accounts which, at times, may exceed federally insured
limits. The Company has not experienced any losses in such accounts. The Company believes it
1s not exposed to any significant risk on cash and equivalents.

Property and equipment and related depreciation:

Property and equipment are stated at cost. Depreciation is calculated using straight-line methods
over the estimated useful lives of the assets.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

1. Organization and summary of significant accounting policies (continued)
Revenue recognition:

The Company eamns fees exclusively from client engagements related to mergers and
acquisitions. Such fees typically take the form of (1) retainers, (2) opinion letters and/or (3)
advisory fees and are recognized under the completed contract method in accordance with
Statement of Position (SOP) 81-1, when the collection and amount of fees are assured. Expenses
are recognized when incurred.

Income taxes:

The Company is treated as a partnership for income tax purposes and is not liable for federal or
state income taxes. Each individual member is required to report his or her distributive share of
realized income, gain, loss, deductions or credits on his or her own income tax return.

The Company has elected to defer the implementation date for FIN-48, Accounting for
Uncertainty in Income Taxes, to its year ended December 31, 2009, as permitted by FASB Staff
Position No. FIN 48-3. The Company periodically evaluates its related tax filing exposure
related to periods open for examination. The Company does not expect FIN 48 will have a
material effect on its financial position and results of operations when adopted.

Fair value:

During the year ended December 31, 2008, the Company adopted Statement of Financial
Accounting Standards No. 157 — Fair Value Measurements. SFAS 157 defines fair value,
expands the disclosure requirements around fair value and specifies a hierarchy of valuation
techniques based on whether the inputs to those valuation techniques are observable or
unobservable.  The value of all of the Company’s assets and liabilities which are required to be
carried at fair value are considered Level 1 assets and liabilities.

2. Commitments

The Company leases office space under a non-cancelable operating lease agreement expiring on
June 30, 2011. The lease agreement includes an escalation clause which has been computed
using a straight-line method for financial reporting purposes. The future minimum payments
under this non-cancelable lease are as follows:



VECTOR SECURITIES INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. Commitments (continued)

Year ending December 31: Amount
2009 $ 71,806
2010 74,325
2011 37,793

Total $§ 183,924

In addition to monthly lease payments, the lease agreement requires the Company to pay its
prorated share of the real estate taxes, insurance and maintenance expenses related to the
building. A material portion of these minimum lease payments, real estate taxes, insurance and
maintenance expenses are reimbursed to the Company from affiliated and non-affiliated entities
that sublease space from the Company.

3. Related-party transactions

The Company has a cost-sharing agreement with the Parent and various affiliates. As of
December 31, 2008, the Company had $2,566 in “Due from affiliates”.

The Company has administrative service and furniture rental agreements with Vector Fund
Management, L.P., a fund manager that shares office space with the Company. During 2008, the
Company received $124,000 from these agreements.

The Company was also under contract to receive payments for lease and other operating costs
from Vector Fund Management, L.P. and from Vector Managed Holdings, L.L.C, a personal
holding company owned by a members of the Parent for a portion of the space that they
respectively occupied. The Company had rent expense, net of the above mentioned lease
mcome, for the year ended December 31, 2008 of $11,844.

4. Retirement plan

The Company has a defined contribution 401(k) plan (the Plan) for the benefit of eligible
employees. The Company is not making contributions to the Plan.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

S.  Net capital requirement

As a registered broker-dealer with the Securities and Exchange Commission (the SEC), the
Company is subject to the SEC’s net capital rule (Rule 15c3-1) and is required to maintain
“minimum net capital” equal to the greater of $5,000 or 6-2/3% of “aggregate indebtedness,” as
these terms are defined. At December 31, 2008, the Company had net capital of $286,934,
which was $281,934 in excess of the required minimum net capital of $5,000. The Company’s
ratio of aggregate indebtedness to net capital was 0.06:1. Withdrawals of capital are subject to
certain notification and other provisions of the net capital rule of the SEC and other regulatory
bodies.



VECTOR SECURITIES INTERNATIONAL, L.L.C.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

Year ended December 31, 2008

Net capital:

Member’s capital $ 386,978
Non-allowable assets:

Due from affiliates 2,566

Property and equipment 30,588

Other assets 66,890

Total non-allowable assets 100,044

Net capital 286,934
Net capital requirement 5,000
Excess net capital $ 281,934
Ratio of aggregate indebtedness to net capital 0.06:1
Aggregate indebtedness:

Accounts payable and accrued expenses $ 2,500

Deferred rent 15,957
Total aggregate indebtedness : $ 18,457

There are no material differences between the amounts presented above and the amounts presented in the
Company’s December 31, 2008 unaudited FOCUS Part II Report.

10



VECTOR SECURITIES INTERNATIONAL, L.L.C.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO POSSESSION AND CONTROL REQUIREMENTS
PURSUANT TO RULE 15c3-3

Vector Securities International, L.L.C. is exempt from Rule 15¢3-3 of the Securities and
Exchange Commission under Paragraph (k)(2)(i) of that rule.

11
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INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS’
SUPPLEMENTARY REPORT ON INTERNAL CONTROL

Member
Vector Securities International, L.L.C.
Deerfield, Illinois

In planning and performing our audit of the financial statements and supplemental
schedules of Vector Securities International, L.L.C. (the Company), for the year
ended December 31, 2008, 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 and recordation of differences required by rule 17a-13.

2. 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.

12

*Also licensed to practice by the State of Fiorida



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.

Because of inherent limitations in internal control and 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.

A control deficiency exists when the design or operation of a control does not allow 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 combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

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 deficiencies in internal control and
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, 2008, to meet the SEC’s
objectives.

13



This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers 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.
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Chicago, Illinois
February 23, 2009
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