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Independent Auditors Report

Board of Directors

VFG Securities Inc

Culver City CA 92030-7612

have audited the accompanying statement of financial condition of VFG Securities Inc as of

June 30 2013 and related statements of income loss changes in stockholders equity and

changes in financial condition for the year then ended that are filed pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 and the related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements 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 financial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

My responsibility is to express an opinion on these financial statements based on myaudit

conducted my audit in accordance with the standards of the Public Company Accounting

Oversight Board United States Those standards require that plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatement

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

disclosures in the financial statements The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the financial statements 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 financial statements 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

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 financial statements

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

my audit opinion



Board of Directors

VFG Securities Inc

Page

Opinion

In my opinion the financial statements referred to above present fairly in all material respects the

financial position of VFG Securities Inc as of June 30 2013 and the results of its operations and

its changes in financial position for the year ended in accordance with accounting principles

generally accepted in the United States of America

Other Mafter

My audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules II and III is presented for purposes of

additional analysis and is not required part of the basic financial statements but is supplementary

information required by Rule 7a-5 under the Securities and Exchange Act of 1934 Such

information is the responsibility of management and was derived from and relates directly to the

underlying accounting and other records used to prepare the fmancial statements The information

in Schedules II and III has been subjected to the auditing procedures applied in the audit of the

financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare
the financial

statements or to the financial statements themselves and other additional procedures in accordance

with auditing standards generally accepted in the United States of America In my opinion the

information in Schedules II and ITT is fairly stated in all material respects in relation to the basic

financial statements as whole

Elizabeth Tractenberg CPA
Los Angeles CA

August 19 2013



VFG Securities Inc

Statement of Financial Condition

June 30 2013

Assets

Cash and cash equivalents 77424

Deposit with clearing organization 25000

Due from affiliate
350

Due from parent
119

Commissions receivable 229512

Note receivable from officer 250000

Interest receivable from officer 4152

Prepaid expenses and deposits
17.490

Total Assets 604.047

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses 48884

Commissions payable 206123

Deferred rent 8885

Salaries and wages payable 1.817

Total Liabilities 265709

Stockholders equity

Common stock no par value 200 shares authorized

200 shares issued and outstanding 56871

Additional paid-in capital 906426

Retained earnings deficit 624959 338338

Total liabilities and stockholders equity 604.047

The accompanying notes are an integral part of these financial statements



VFG Securities Inc

Statement of Income Loss

For the Year Ended June 30 2013

Revenues

Commissions 2733432

Marketing Fee Due Diligence Income 276492

Interest income 10620

Other income 79390

Total Revenues 3099.934

Expenses

Commissions 2428188

Clearingfees 11710

Computer 23857

Insurance 23189

Management fees 80000

Office 4348

Postage and delivery 6248

Professional fees 211307

Rent and parking 35595

Refund of commissions earned 75259

Salaries wages and related 150079

SIPC fees 13013

Taxes-other 10887

Travel and entertainment 23695

All other 38153

Total Expenses 3135528

Net income loss before income tax provision 35594

Income tax provision 3698

Net Income Loss 39.292

The accompanying notes are an integral part of these financial statements



VFG Securities Inc

Statement of Changes in Stockholders Equity

For the Year Ended June 30 2013

Additional

Common Paid-In Accumulated

Stock Capital Deficit Total

Balance June 30 2012 56871 906426 585667 377630

Net Income loss _________ ___________ 39292 39292

Balance June 30 2013 56.871 906.426 624.959 338.338

The accompanying notes are an integral part of these financial statements



VFG Securities Inc

Statement of Changes in Financial Condition

For the Year Ended June 30 2013

Cash Flows from operating activities

Net income loss 39292

Adjustments to reconcile net income loss to net

cash provided by used in operating activities

Increase decrease in assets

Deposit with clearing organization

Due from affiliate 10123

Duefromparent 119
Commissions receivable 50419
Note receivable from officer 10000

Interest receivable from officer 2534

Prepaid arbitration 4152
Prepaid expenses 9431

Increase decrease in liabilities

Accrued expenses 31657

Commissions payable 63841

Deferred rent 8885

Income taxes payable 7.980

Net cash provided in operating activities 4599

Cash Flows from Investing Activities

Cash Flows from Financing Activities

Net increase in cash 4599

Cash at beginning of year 82023

Cash at end of year 77.424

Supplemental disclosure of cash flow information

Cash paid during the year for

Interest

Income taxes 13262

The accompanying notes are an integral part of these financial statements



VFG Securities Inc

Notes to Financial Statements

June 30 2013

Note Organization and Nature of Business

VFG Securities Inc the Company was founded on June 18 1984 in the State of New York

under the name of International Business Securities Inc On September 11 2009 the Company

changed ownership and its name to VFG Securities Inc The Company is registered broker-

dealer in securities under the Securities and Exchange Act of 1934 member of the Financial

Industry Regulatory Authority FINRA and the Securities Investor Protection Corporation

SIPC

The Company is wholly-owned subsidiary of Vanclef Financial Group Inc the Parent and is

affiliated through common ownership with VFG Advisors Inc

Note Significant Accounting Policies

Basis of Presentation The Company conducts the following types of business as securities

broker-dealer which comprises several classes of services including

Broker or dealer retailing corporate equity securities over-the-counter

Broker or dealer selling corporate debt securities

Mutual fund retailer

U.S government securities broker

Broker or dealer selling variable life insurance or annuities

Broker or dealer selling oil and gas interest

Private placements of securities

Under its membership agreement with FINRA and pursuant to Rule 5c3 ii the Company

conducts business on fully disclosed basis and does not execute or clear securities transactions

for customers Accordingly the Company is exempt from the requirement of Rule 5c3-3 under

the Securities Exchange Act of 1934 pertaining to the possession or control of customer assets and

reserve requirements

Use of Estimates The preparation of financial statements in conformity with U.S 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 revenues and expenses during the

reporting period Actual results could differ from those estimates

Securities Owned Profit and loss arising from all securities and commodities transactions

entered into for the account and risk of the Company are recorded on trade date basis

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

securities transactions occur



VFG Securities Inc

Notes to Financial Statements

June 30 2013

Note Significant Accounting Policies continued

Revenne Recognition The Company recognizes revenue upon rendering of services Advisory

fees are billed at the beginning of each quarter portion is either deferred or accrued depending

on the timing of the billing

Income Taxes The amount of current and deferred taxes payable or refundable is recognized as

of the date of the financial statements utilizing currently enacted tax laws and rates Deferred tax

expenses or benefits are recognized in the financial statements for the changes in deferred tax

liabilities or assets between years

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB

ASC 740 Income Taxes Under that guidance the Company assesses the likelihood based on their

technical merit that tax positions will be sustained upon examination based on the facts

circumstances and information available at the end of each period The measurement of

unrecognized tax benefits is adjusted when new information is available or when an event occurs

that requires change

Depreciation Depreciation is provided on straight-line basis using estimated usefhl lives of

five to ten years Leasehold improvements are amortized over the lesser of the economic useful

life of the improvement or the term of the lease

Statement of Changes in Financial Condition The Company has defined cash equivalents as

highly liquid investments with original maturities of less than three months that are not held for

sale in the ordinary course of business

Note Fair Value

FASB ASC 820 defines fair value establishes framework for measuring fair value and

establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is

the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date fair value measurement

assumes that the transaction to sell the asset or transfer the liability occurs in the principal market

for the asset or liability or in the absence of principal market the most advantageous market

Valuation techniques that are consistent with the market income or cost approach as specified by

FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value

into three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets

or liabilities the Company has the ability to access



VFG Securities Inc

Notes to Financial Statements

June 30 2013

Note Fair Value continued

Level inputs are inputs other than quoted prices included within level that are

observable for the asset or liability either directly or indirectly

Level inputs are unobservable inputs for the asset or liability and rely on

managements own assumptions about the assumptions that market participants

would use in pricing the asset or liability The unobservable inputs should be

developed based on the best information available in the circumstances and may
include the Companys own data

The following table presents the Companys fair value hierarchy for those assets and liabilities

measured at fair value on recurring basis as of June 30 2013

Fair Value Measurements on Recurring Basis

As of June 30 2013

Level Level Level

Assets

Cash 77424

Clearing deposits 25000

Note Receivable From and Payable to Broker-Dealers and Clearing Organizations

Amounts receivable from and payable to broker-dealers and clearing organizations at June 30

2013 consist of the following

Receivable Payable

Fees and commissions receivable/payable 18542 $0

The Company clears certain of its proprietary and customer transactions through another broker-

dealer on fully disclosed basis

Note Note Receivable from Officer

On March 10 2010 the Company entered into an agreement to lend principal sum of $260000 to

one of its officers The loan is at the applicable Federal Mid-Term Rate of 4.26% pursuant to

Section 1274 of the Internal Revenue Code According to this agreement interest only shall be due

and payable on monthly basis beginning May 2010 with the final payment in the amount

necessary to pay all principal and interest then outstanding and due on April 2040 For the year

ended June 30 2013 the Company earned total of $10602 in interest income on this loan the

loan balance was $250000 at June 30 2013 and interest receivable was $4152



VFG Securities Inc

Notes to Financial Statements

June 30 2013

Note Related Party Transactions

The Company and the Parent Vanclef Financial Group Inc share personnel office space and

various other administrative expenses All costs incurred for such shared expenses are paid by the

Parent and reimbursed by the Company in accordance with an administrative services agreement

For the year ended June 30 2013 total expenses allocated from the Parent were $219476 which

are reflected as employee compensation and benefits and occupancy on the Statement of Income

In addition VFG Securities Inc paid $80000 in management fees to Parent

Receivable from Affiliate was $350 and from Parent $119 at June 30 2013

It is possible that the terms of certain of the related party transactions are not the same as those that

would result for transactions among wholly unrelated parties

Note 7- Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counter-parties

primarily include broker-dealers banks and other financial institutions In the event counter-

parties do not fulfill their obligations the Company may be exposed to risk The risk of default

depends on the creditworthiness of the counter-party or issuer of the instrument It is the

Companys policy to review as necessary the credit standing of each counter-party

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3-1 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 Rule 5c3- also provides that equity capital may
not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to At

June 30 2013 the Company had net capital of $42838 which was $25123 in excess of its

required net capital of $5000 The Companys net capital ratio was 6.20 to

Note Income Taxes

Corporations

Income tax expense benefit included in the statement of operations as determined in accordance

with FASB ASC 740 are as follows

Federal

California 800

New Jersey 759

Texas 2139

Total income tax expense 3.698

10



VFG Securities Inc

Notes to Financial Statements

June 30 2013

Note 10 Exemption ii from the SEC Rule 15c3-3

The Company is an introducing broker-dealer that clears all transactions with and for customers on

fully disclosed basis with an independent securities clearing company and promptly transmits all

customer funds and securities to the clearing company which carries all of the accounts of such

customers and maintains and preserves such books and records pertaining thereto pursuant to the

requirements of the SEC Rule 7a-3 and 7a-4 as are customarily made and kept by clearing

broker or dealer

Note 11 Clearing Broker Deposit

The Company has an agreement with clearing broker which requires minimum deposit of

$25000 The clearing broker deposit at June 30 2013 was $25000

Note 12 Litigation

As result of Colorado Division of Securities investigation charges and allegations had been

filed against VFG Securities VFG Advisors and one of their former representatives VFG
Securities reached an out-of-court agreement with the Division of Securities for the State of

Colorado and agreed to withdraw its securities license in Colorado for period of 36 months

pending approval from the State of Colorado indicating that all requirements of the settlement have

been met In addition on August 2012 the Colorado Division of Securities approved the

agreements accounting confirming VFG Securities required reimbursement amount of $75259

to its Colorado customers Payment was made during the
year ending June 30 2013 and treated as

2013 expense

Vanclef Financial Group the Parent entered into an agreement to sell VFG Securities and VFG
Advisors the Affiliate to an unaffihiated entity on January 11 2013 The agreement was

terminated August 21 2013 There are no known litigations or related contingent liabilities

associated with the termination as of the date of this report

Note 13 Subsequent Events

Management has reviewed the results of operations for the period of time from its year end June

30 2013 through August 19 2013 the date the financial statements were available to be issued

and has determined that no adjustments are necessary to the amounts reported in the accompanying

combined financial statements nor have any subsequent events occurred the nature of which

would require disclosure

See Note 12 for additional subsequent event information

11



VFG Securities Inc

Schedule Computation of Net Capital Requirements

Pursuant to Rule 15c3-1

June 30 2013

Computation of net capital

Stockholders equity $338338

Nonallowable assets

Non Allowable AR 23389
Due from affiliates and parent 469
Prepaid arbitration fee 4152
Prepaid expenses 17490
Note receivable from officer 250000

Net capital 42838

Computation of net capital requirements

Minimum net aggregate indebtedness

6-2/3% of net aggregate indebtedness 17714

Minimum dollar net capital required 5000

Net Capital required greater of above $17714

Excess net capital 25123

Excess net capital at 1000% net capital less 10% of

aggregate indebtedness 16267

Computation of Aggregate Indebtedness

Total liabilities $265709

Aggregate indebtedness to net capital 6.20

The following is reconciliation of the above net capital computation with the

Companys corresponding unaudited computation pursuant to Rule 179-5d

Net Capital per Companys Computation 61924

Variance

Accrued expenses increase 19086

Net Capital per Audited Report 42.838

The accompanying notes are an integral part of these financial statements

12



VFG Securities Inc

Schedule II Computation for Determination of Reserve

Requirements Pursuant to Rule 15c3-3

As of June 30 2013

computation of reserve requirement is not applicable to VFG Securities Inc as the Company

qualifies for exemption under Rule 5c3-3 ii

13



VFG Securities Inc

Schedule III Information Relating to Possession or Control

Requirements Pursuant to Rule 15c3-3

As of June 30 2013

Information relating to possession or control requirements is not applicable to VFG Securities Inc

as the Company qualifies for exemption under Rule 5c3-3 ii

14



Elizabeth Tractenberg CPA
3832 SHANNON ROAD

LOS ANGELES CALIFORNIA 90027

323/669-0545 Fax 323/669-0575

elizabethCtractenber.net

PCAOB 3621

Part II

Report on Internal Control Required by SEC Rule 17a-5g for

Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3

To the Board of Directors

VFG Securities Inc

Culver City CA 92030-76 12

In planning and performing my audit of the financial statements of VFG Securities Inc

the Company as of and for the year ended June 30 2013 in accordance with auditing standards

generally accepted in the United States of America considered the Companys internal control

over financial reporting internal control as basis for designing my auditing procedures for the

purpose of expressing my opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly do

not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g of the Securities and Exchange Commission SEC have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of such practices and

procedures that considered relevant to the objectives stated in Rule 7a-5g in making the

periodic computations of aggregate indebtedness or aggregate debits and net capital under Rule

7a-3a 11 and for determining compliance with the exemptive provisions of Rule 5c3-3

Because the Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities did not review the practices and procedures followed by

the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

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 SECs previously 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

managements authorization and recorded properly to permit the preparation of financial statements

in confonnity with generally accepted accounting principles Rule 17a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

15



Board of Directors

VFG Securities Inc

Page

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

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent

or detect and correct misstatements on timely basis sign j/I
cant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial statements

will not be prevented or detected and corrected on timely basis

My 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 did not identify any deficiencies in internal control and control activities

for safeguarding securities that consider to be material weaknesses as defined previously

However noted that not all professional fees were accrued on the books at year end

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 material

inadequacy for such purposes Based on this understanding and on my study believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at June 30 2013 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC and F1NRA and other regulatory agencies that rely on Rule 7a-5g 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

Elizabeth Tractenberg CPA
Los Angeles California

August 19 2013

16



Elizabeth Tractenberg CPA
3832 SHAINON ROAD

LOS ArGELES CALIFORMA 90027
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PCAOB 3621

Part III

SIPC Supplemental Report Pursuant to SEC Rule 17a-5e

To the Board of Directors

VFG Securities Inc

Culver City CA 92030-76 12

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 have performed

the procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments Assessment Reconciliation Form SIPC-7 to the Securities Investor

Protection Corporation SIPC for the year ended June 30 2013 which were agreed to by VFG

Securities Inc and the Securities and Exchange Commission Financial Industry Regulatory

Authority Inc and SIPC solely to assist you and the other specified parties in evaluating VFG

Securities Inc.s compliance with the applicable instructions of the General Assessment

Reconciliation Form SIPC-7 VFG Securities Inc.s management is responsible for VFG

Securities Inc.s compliance with those requirements This agreed-upon procedures engagement

was conducted in accordance with attestation standards established by the American Institute of

Certified Public Accountants The sufficiency of these procedures is solely the responsibility of

those parties specified in this report Consequently make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has been

requested or for any other purpose The procedures performed and my findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended June 30

2013 as applicable with the amounts reported in Form SIPC-7 for the year ended June 30

2013 noting minor differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC-7 on which it was originally computed noting no differences
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was not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly do not express
such an opinion Had

performed additional procedures other matters might have come to my attention that would have

been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

Elizabeth Tractenberg CPA
Los Angeles California

August 19 2013
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