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OATH OR AFFIRMATION

Sarah Zhang swear or affirm

that to the best of my knowledge and belief that the accompanying financial statements and supporting schedules pertaining to the

firm of BGB Securities Inc

as of December 31 2008 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 ofcustomer except as follows
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Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation ofNet Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

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

audit

Independent auditors report on internal accounting control

For conditions of confidential treatment of certain portions of this filing see sect/oil 240 7a-5e3



BGB SECURITIES INC

STATEMENT OF FINANCIAL CONDITION
AND INDEPENDENT AUDITORS REPORT

DECEMBER 31 2008



TELEPHONE

202 331-1040

WILLIAM BATDORF COMPANY P.C FACSIMILE

CERTIFIED PUBLIC ACCOUNTANTS 202 659-1293

1750 STREET N.W SUITE 375

WASHINGTON DC 20006

INDEPENDENT AUDITORS REPORT

Board of Directors

BGB Securities Inc

We have audited the accompanying statement of financial condition of BGB
Securities Inc the Company as of December 31 2008 This financial statement is the

responsibility of the Companys 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 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
reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material

respects the financial position of BGB Securities Inc at December31 2008 in conformity
with accounting principles generally accepted in the United States of America

February23 2008 //



BGB SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

Cash and cash equivalents 88623
Receivable from clearing organization 43935
Securities owned at market value 692443
Accrued interest receivable 13694
Deposit held by clearing organization 100.000

Total assets 938695

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 272525
Payable to parent company 380219
Trades not yet settled

Accrued commissions 58330
Total liabilities 711.074

Stockholders equity

Common stock no par value 1500 shares

authorized 100 shares issued and outstanding 280174
Retained earnings 52.553

Total stockholders equity 227621

Total liabilities and stockholders equity 938695

See accompanying notes to financial statements



BGB SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

NOTE ORGANIZATION AND NATURE OF BUSINESS

BGB Securities Inc Company was formed on August 1999 as corporation
under the laws of Delaware The Company is wholly-owned subsidiary of Aegis Financial

Corporation Parent Company who provides investment management services to the

Aegis Value Fund Aegis High Yield Fund and other investors

As an introducing broker the Company is registered with the SEC and is member
of the Financial Industry Regulatory Authority FINRA The Company provides securities

brokerage and trading services to both individuals and institutional entities and executed

portfolio transactions on behalf of the Aegis Value Fund and Aegis High Yield Fund

through March 2006

Certain officers and directors of these funds are also officers and directors of the

Company

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accounting and reporting policies of BGB Securities Inc the Company are in

accordance with accounting principles generally accepted in the United States of America

applied on basis consistent with that of the preceding years

Revenue Recognition

Securities transactions and related commissions are recorded on trade date basis
Investment banking revenue is recorded as follows financial advisory and consulting fees

as services are performed and underwriting fees at the time the underwriting is completed
and income is reasonably determinable The portion of commission revenues which

represent commission reserves are recorded as an expense and liability at the same time

the revenues are recognized

Use of Estimates

The preparation of financial statements requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and the disclosure

of contingent assets and liabilities at the date of the financial statements Such estimates

also affect the reported amounts of revenue and expenses during the reporting period
Actual results could vary from the estimates that were used

Cash and Cash Equivalents

For purposes of reporting cash flows the Company considers all highly liquid

investments maturity of three months or less to be cash equivalents



BGB SECURITIES INC

NOTES TO FINANCIAL STATEMENTS Continued

DECEMBER 31 2008

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Investments

During 2008 the Company classified all investments held as available-for-sale

Securities classified as available-for-sale are carried in the financial statements at fair

value Realized gains and losses are calculated on the first-in first-out method and are

included in earnings unrealized holding gains and losses are reported in other

comprehensive income

Trading gains and losses on investments bought with the intention to be sold in the

near term are shown net and included in non-operating income

Receivable from Clearing Organization

Receivable from clearing organization represents commissions on customer trades
and is recorded on trade-date basis All accounts receivable are generally collected

within 30 days However the Company provides an allowance for doubtful accounts that

is based upon review of outstanding receivables historical collection information and

existing economic conditions Delinquent receivables are written off based on individual

credit evaluation and specific circumstances of the customer Management believes all

significant receivables are collectible and therefore no valuation allowance has been
established at December 31 2008

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as

securities transactions occur

Income Taxes

Effective January 12003 the Parent Company elected corporation status and the

Company elected QSub status Earnings and losses after this date are included in the

personal income tax returns of the stockholders of the Parent Company and are taxed

depending on their personal tax strategies Accordingly more likely than not the Company
will not incur additional income tax obligations from any tax on built-in gains realized during
the ten year period ending December 31 2012



BGB SECURITIES INC

NOTES TO FINANCIAL STATEMENTS Continued

DECEMBER 31 2008

NOTE SECURITIES OWNED

Securities owned consist of investment securities at market value as follows

Equity securities 329193
Corporate debt securities 363250

Total 692343

NOTE 4- RECEIVABLE FROM CLEARING ORGANIZATION

As an introducing broker the Company has entered into clearing agreement with

National Financial Services LLC NFS as the clearing agent The agreement is in effect

until August 2007 and thereafter may be renewed annually Either party may terminate the

agreement on 90 days written notice At December 31 2008 the receivable from NFS
consisted of commission receivable of $43935

NOTE 5- RETIREMENT PLAN

The Company has profit sharing plan that covers all employees that meet the

plans eligibility requirements Contributions to the profit sharing plan are made at the

discretion of the Board of Directors The Company has elected not to make contribution

to the profit sharing plan for 2008

NOTE 6- NET CAPITAL REQUIREMENTS

The Company is subject to the Securities Exchange Commission Rule 5c-3 Net
Capital Rule which prohibits broker-dealer from engaging in securities transactions

when its aggregate indebtedness exceeds 15 times its net capital as those terms are
defined in the Net Capital Rule and also provides that equity capital may not be withdrawn
or cash dividends paid if the resulting net capital ratio would exceed 10 to The

Companys net capital was $76157 as of December 31 2008 which was $26157 in

excess of its required minimum net capital of $50000 The Companys net capital ratio of

aggregate indebtedness to net capital was .09 to as of December 31 2008

NOTE CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the Company to concentrations of credit

risk consist of the receivable from clearing organization and cash and cash equivalents
The Company grants credit terms in the normal course of business to its clearing brokers

for payment of commissions for customer trades As part of its ongoing procedures the

Company monitors the credit worthiness of its clearing broker

The Company maintains cash in bank deposit accounts that at times may exceed

federally insured limits The Company has not experienced any losses in such accounts

Management believes the Company is not exposed to any significant risk related to cash



BGB SECURITIES INC

NOTES TO FINANCIAL STATEMENTS Continued

DECEMBER 31 2008

NOTE 8- FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company has number of financial instruments The fair value of all financial

instruments does not differ materially from their related aggregate carrying values recorded

in the accompanying statement of financial condition at December 31 2008

Cash and cash equivalents receivable from clearing organization and debt are

carried at cost which approximates fair value

NOTE 9- RELATED PARTIES

The Company has entered into an agreement with the Parent Company The Parent

Company provides administrative and management services to the Company including

office space equipment personnel securities quotes and information services In return
the Company pays the Parent Company an administrative fee equal to 90% of operating

profits During 2008 the Company recorded management fees totaling $388166 in

connection with this agreement The rate in the above agreement is reviewed annually and

may be adjusted if mutually agreed to by both parties At December 31 2008 the

Company had an amount due to the Parent Company of $380219 for unpaid management
fees

The Parent Company has entered into agreements with its stockholders to purchase
their stock in the event of death total disability involuntary withdrawal or voluntary
withdrawal formula depending on the date and/or timing of the event determines the

purchase price of the stock There is no agreement forthe Company to fund this obligation
if incurred by the Parent Company

NOTE 10- OTHER REGULATORY REQUIREMENTS

The Company does not hold any funds or securities for the accounts of customers
and clears all its customers transactions through another broker-dealer on fully disclosed

basis It is therefore exempt for the customer reserve requirements of the Securities and

Exchange Commission Rule 15c3-3 under Section k2ii
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