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OATH OR AFFIRMATION
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McGladrey LLP

McGladrey

Independent Auditors Report

To the Managing Member

Victory Park Securities LLC

Chicago Illinois

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Victory Park Securities LLC the

Company as of December 31 2012 that is filed pursuant to Rule 7a-5 under the Securities Exchange

Act of 1934 and the related notes to the statement of financial condition

Managements Responsibility for the Statement of Financial Condition

Management is responsible for the preparation and fair presentation of the statement of financial

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

this includes the design implementation and maintenance of internal control relevant to the preparation

and fair presentation of the statement of financial condition that is free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition 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 statement of financial condition is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the statement of financial condition The procedures selected depend on the auditors judgment including

the assessment of the risks of material misstatement of the statement of financial condition whether due

to fraud or error In making those risk assessments the auditor considers internal control relevant to the

Companys preparation and fair presentation of the statement of financial condition in order to design

audit procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we express no such opinion

An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management as well as evaluating the

overall presentation of the statement of financial condition

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

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

respects the financial position of Victory Park Securities LLC as of December 31 2012 in accordance

with accounting principles generally accepted in the United States of America

e4t47z-
Chicago Illinois

February 132013

Member of the RSM International network of independent accounting tax and consulting firms



Victory Park Securities LLC

Statement of Financial Condition

December 31 2012

Assets

Cash

Accounts receivable

Prepaid assets

Equipment net of accumulated depreciation of $2172

965450

68860

20207

2663

Total assets

Liabilities and Members Capital

Accounts payable and accrued expenses

Members capital

1057180

882213

174967

Total liabilities and members capital 1057180

See Notes to Statement of Financial Condition



Victory Park Securities LLC

Notes to Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies

Victory Park Securities LLC the Company is Delaware limited liability company with the purpose of

conducting business as broker-dealer The Companys primary business is investment banking

services including providing financial advisory services to institutional investors corporations and

individuals These financial advisory services include capital sourcing mergers and acquisitions and

strategic business advisory services The Company is registered with the Securities and Exchange

Commission SEC and is member of the Financial Industry Regulatory Authority FINRA

The Company operates under the provisions of Paragraph k2i of Rule 5c3-3 of the SEC and

accordingly is exempt from the remaining provisions of that rule Essentially the requirements of

Paragraph k2i provide that the Company carries no margin accounts promptly transmits all customer

funds and delivers all securities received in connection with its activities as broker or dealer does not

otherwise hold funds or securities for or owe money or securities to customers and effectuates all

financial transactions between the Company and its customers through one or more bank accounts each

designated as Special Account for the Exclusive Benefit of Customers Because the Company effects no

financial transactions with customers as defined in Rule 15c3-3aXl the Company does not maintain

Special Account

The following is summary of the Companys significant accounting policies

The Company follows Generally Accepted Accounting Principles GAAP as established by the Financial

Accounting Standards Board the FASB to ensure consistent reporting of financial condition results of

operations and cash flows

Accounting estimates The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenue and expenses during the reporting period

Actual results could differ from those estimates

Revenue recognition Investment banking revenue includes both success fees and advisory fees

earned from providing financial advisory services Success fee revenue is recognized at the time the

transaction is completed and the income is reasonably determinable as defined under the terms of each

engagement Advisory fees are recognized as the services are performed Uncollectible amounts are

written off at the time the individual receivable is determined to be uncollectible Allowances for doubtful

accounts are based primarily on the specific facts and circumstances of each receivable As of

December 31 2012 no allowance has been recorded

Equipment Equipment is recorded at cost and depreciated on straight-line basis over the estimated

useful lives of the assets

Income taxes The Company is taxed as partnership under the provisions of the Internal Revenue

Code and accordingly is not subject to federal income taxes Instead members are liable for federal

and state income taxes on their respective share of the taxable income of the Company Accordingly no

provision or benefit for federal income taxes has been made as the Companys taxable income or loss is

included in the tax return of the Members

FASB guidance requires the evaluation of tax positions taken or expected to be taken in the course of

preparing the Companys tax returns to determine whether the tax positions are more-likely-than-not of

being sustained when challenged or when examined by the applicable tax authority Tax positions not

deemed to meet the more-likely-than-not threshold would be recorded as tax benefit or expense and



Victory Park Securities LLC

Notes to Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies Continued

liability in the current year For the year ended December 31 2012 management has determined that

there are no material uncertain income tax positions The Company files income tax returns in U.S

federal jurisdiction and various states The Company is generally not subject to examination by U.S

federal and state tax authorities for tax years before 2010

Subsequent events The Company has evaluated subsequent events for potential recognition and/or

disclosure through the date these financial statements were issued noting none

Note Net Capital Requirements

The Company is broker-dealer subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which

requires the Company to maintain minimum net capital equal to the greater of $5000 or 6-2/3 percent of

aggregate indebtedness as defined and the ratio of aggregate indebtedness to net capital shall not

exceed 15 to Rule 5c3-1 also provides that equity capital may not be withdrawn if the resulting net

capital ratio would exceed 10 to Net capital changes from day to day but at December 31 2012 the

Company had net capital of $83237 which was $24423 above its required net capital of $58814 At

December 31 2012 the Companys net capital ratio was 10.6 to The net capital rule may effectively

restrict distributions to the members

Note Customer Concentration and Related-Party Transactions

For the year ended December 31 2012 the Company had three major customers which represent 64

percent of total revenue customer is considered major when the customer represents more than 10

percent of total revenue for the year ended December 31 2012

The Company has an expense funding agreement with Victory Park Capital Advisors LLC VP Capital

whereby VP Capital agrees to pay overhead expenses of the Company Expenses allocated to the

Company are reflected as an expense sharing charge on the accompanying statement of operations and

include technology communication support services and occupancy Reimbursement for services

occurs monthly

The Company entered into revenue and expense sharing agreement with group of employees for the

period from May 2012 through December 31 2012 Pursuant to this agreement the Company

receives 10 percent of the revenue generated by this group of employees and this group of employees

agrees to fund its share of operating expenses either through deposits paid to the Company or revenue

generated Any remaining revenue will be owed to the employees as bonus compensation As of

December 31 2012 bonuses payable under this agreement are $758665 and are included in accounts

payable and accrued expenses in the statement of financial condition At the inception of this agreement

the Company received deposit of $250000 to fund the initial operating expenses which was fully

utilized during the year All subsequent expenses are netted against the bonus compensation accrual

Note Concentration of Credit Risk

The Companys financial instruments that are exposed to concentrations of credit risk include cash The

Company maintains its cash account with financial institution The total cash balance of the Company

is insured by the Federal Deposit Insurance Corporation FDIC up to $250000 per depositor per bank

The Company monitors such credit risk and has not experienced any losses related to such risks



Victory Park Securities LLC

Notes to Statement of Financial Condition

Note Members Capital and Equity Compensation

Members capital consists of two classes of units that represent membership interests Class and

The Class units were granted in 2011 with an average vesting period of years and grant date fair

value of $43500 As of December 31 2012 all outstanding Class units were fully vested The fair

value estimation was derived by multiplying key performance metric of the Company by the relevant

valuation multiple observed for comparable transactions The Company applied an option pricing model

with volatility of 47 percent and time horizon of years

The Class units are intended to constitute profit interests within the meaning of Internal Revenue

Service Revenue Procedures 93-27 and 2001-43 Upon vesting the Class units entitle the holders to

pro rata participation in future profits of the Company The following table presents Class unit activity

during the year

Non-Vested

Class

Units

Outstanding December 31 2011 40

Granted

Vested 40
Forfeited

Outstanding December 31 2012
____________

As of December 31 2012 there are 168 outstanding Class units and 152 outstanding and vested Class

units As of December 31 2012 Class members total capital balance is $174967 and Class

members total capital balance is zero

Class members have the right and full authority to manage control administer and operate the

business and affairs of the Company Class members have the right to vote on matters as specifically

noted in the operating agreement

Note Indemnifications

In the normal course of business the Company enters into contracts that contain variety of

representations and warranties that provide indemnifications under certain circumstances The

Companys maximum exposure under these arrangements is unknown as this would involve future

claims that may be made against the Company that have not yet occurred The Company expects the

risk of loss to be remote


