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OATH OR AFFIRMATION

Christopher Johnson swear or affirm that to the

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

LFC Securities LLC as of

December 31 2012 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 soley as that of

customer except as follows

COMMONWEALTH OF PENNsYLVANIA

NOTARIAL SEAL

MARY ALICE BENONIS Notary Public

Abington Twp Montgomery County

My Commission Expires September12 2015
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ll4DEPENDENT AUDITORS REPORT

Board of Directors

LFC Securities LLC

Report on the Financial Statements

We have audited the accompanying statement of fmancial condition of LFC Securities LLC the Company as of

December 31 2012 and the related statements of income changes in stockholders equity changes in liabilities

subordinated to claims of general creditors and cash flows for the year then ended that are filed pursuant to Rule

17a-5 under the Securities Exchange Act of 1934 and the related notes to the fmancial statements

Managementc Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these fmancial 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 fmancial statements that are

free from material misstatement whether due to fraud or error

Auditorc Responsibility

Our responsibility is to express an opinion on these fmancial 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 fmancial statements are free of

material misstatement

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

fmancial statements The procedures selected depend on the auditors judgment including the assessment of the

risks of material misstatement of the fmancial 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 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 financial statements

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 financial statements referred to above present fairly in all material respects the fmancial

position of LFC Securities LLC as of December 31 2012 and the results of its operations and its cash flows for the

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

Other Matter

Our audit was conducted for the purpose of forming an opinion on the fmancial statements as whole The

information contained in Schedules and II is presented for purposes of additional analysis and is not required

part
of the fmancial statements but is supplementary information required by Rule 7a-5 under the Securities

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 financial statements The information in

Schedules and II 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 our opinion the information in Schedules and II is fairly stated in all material
respects

in relation to

the fmancial statements as whole

Abington Pennsylvania



LFC Securities LLC

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 77378

Deposit with clearing broker 75000

Prepaid expenses 3333

Total assets 155711

Liabilities and Members Equity

Members equity

Members equity

Total members equity 155711

Total liabilities and members equity 155711

The accompanying notes are an integral part of these financial statements



LFC Securities LLC

Statement of Income

For the Year Ended December 31 2012

Revenue

Interest Income 45

Expenses

Professional fees 12339

Office expense 9383

Travel and entertainment 827

Insurance 1082

Total expenses 23631

Net loss before income taxes 23586

Income tax benefit -current 4661

Net loss 18925

The accompanying notes are an integral part of these financial statements



LFC Securities LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2012

Members equity at January 2012 174636

Net loss for the year 18925

Members equity at December 31 2012 155711

The accompanying notes are an integral part of these financial statements



LFC Securities LLC
Statement of Changes in Liabifites Subordinated to Claims of General Creditors

For the Year Ended December 31 2012

Subordinated borrowings at January 2012

Increases

Decreases

Subordinated borrowings at December 31 2012

The accompanying notes are an integral part of these financial statements



LFC Securities LLC

Statement of Cash Flows

For the Year Ended December 31 2012

Cash flows from operating activities

Net loss 18925
Adjustments to reconcile net income to net cash

used in operating activities

Changes in assets and liabilities

Increase decrease in assets

Prepaid expenses 617

Net cash used in operating activities 18308

Net decrease in cash 18308

Cash and cash equivalents at beginning of year 95686

Cash and cash equivalents at end of year 77378

Supplemental disclosures of cash flow information

Cash paid received during the year for

Interest

Income taxes 5642

The accompanying notes are an integral part of these financial statements



LFC Securities LLC
Notes to Financial Statements

December 31 2012

Organization

LFC Securities LLC the Company is registered broker dealer with the Securities and Exchange
Commission SEC and is member of the Financial Industry Regulatory Authority FINRA Until

April 2012 the Company was wholly-owned subsidiary of LoveFunding Corporation the Parent
On that date the Company became directly owned by its previously indirect owner Love Savings Holding

Company See Note It operates as Delaware limited liability company with one class of member
units

The Company is an introducing broker and has fully disclosed clearing agreement with its carrying

broker The Company like other broker dealers is directly affected by general economic and market

conditions including fluctuations in volume and price level of securities changes in interest rates and

securities brokerage services all of which have an impact on the Companys liquidity

Summary of Significant Accounting Policies

The following are the signjflcant accounting policies followed by the Company

Revenue Securities transactions and related commission revenue and expense if applicable are

recorded on settlement date basis generally the third business day following the transaction date This is

not materially different from trade date

Income taxes The Company is included in the consolidated federal tax return filed by the Parent For the

period January 2012 to April 2012 the Company calculated income taxes on separate company basis

and the current tax or benefit was either remitted or received from the Parent

On April 2012 the Company became directly owned by its previously indirect owner Love Savings

Holding Company See Note After this date the Company was considered as disregarded entity

recognizing no tax liability or benefit

The Company recognizes and discloses uncertain tax positions in accordance with accounting principles

generally accepted in the United States of America GAAP As of and during the year ended December

31 2012 the Company did not have liability for unrecognized tax benefits

Cash and cash equivalents The Company includes as cash and cash equivalents amounts invested in

money market mutual funds

Concentration of Credit Risk The Company is engaged in underwriting activities in which the

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

the 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 Companys policy
to review as necessary the credit standing of each counterparty

Use of estimates The preparation of financial statements in confonnity 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 revenues and expenses during the reporting period

Actual results may differ from those estimates and assumptions

10



LFC Securities LLC
Notes to Financial Statements Continued
December 31 2012

Summary of Significant Accounting Policies continued

Subsequent events Management has evaluated the impact of all subsequent events through February 19 2013

the date the fmancial statements were available to be issued and has determined that there were no subsequent

events requiring disclosure in these financial statements

Deposit with Clearing Broker

The Company maintains clearing agreement with Southwest Securities Inc SWS Under the

agreement the Company maintains clearing deposit of $75000

Computation for Determination of Reserve Requirements

The Company will operate in accordance with the exemptive provisions of paragraph k2ii of SEC
Rule 15c3-3 All customer transactions are cleared through SWS

Net Capital Requirements

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

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital

both as defmed shall not exceed 15 to Net capital and the related net capital ratio may fluctuate on
daily basis At December 31 2012 the Company had net capital and

capital requirements of $152378
which was $52378 in excess of its required net capital of $100000 The Companys net capital ratio was
0.Oto

Related Party Transactions

The Company leases its office space from Love Funding Corp an affiliate under sublease for $777 per
month on month to month basis Total rent expense for 2012 was $9327

Subsequent Event

On April 2012 FINRA approved the Companys request to transfer direct ownership of the Company to

Love Savings Holding Company from Love Funding Corp Love Savings Holding Company was

previously an indirect owner via its subsidiary Love Funding Corp The transfer of direct ownership does

affect the Companys business plans financial statements or written supervisory procedures

New Accounting Pronouncement

In December 2011 the Financial Accounting Standards Board FASB issued Accounting Standards

Update ASU No 2011-11 the Pronouncement related to disclosures about offsetting assets and

liabilities The amendments in this ASU require an entity to disclose information about offsetting and
related arrangements to enable users of its financial statements to understand the effect of those

arrangements on its financial position The ASU is effective for annual reporting periods beginning on or

after January 2013 and interim periods within those annual periods The Pronouncement
requires

retrospective application for all comparative periods presented Management is currently evaluating the

impact that this Pronouncement may have on the Companys financial statements

11



LFC Securities LLC

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

December 31 2012 Schedule

COMPUTATION OF NET CAPITAL

Total members equity 155711

Deduct members equity not allowable for Net Capital

Total members equity qualified for Net Capital 155711

Deductions and/or charges

Non-allowable assets

Prepaid expenses 3333

Total non-allowable assets 3333

Net Capital before haircuts on securities positions 152378

Trading and investment securities

Total haircuts

Net Capital 152378

COMPUTATION OF AGGREGATE iNDEBTEDNESS

Total aggregate indebtedness liabilities from Statement of Financial Condition

Total aggregate indebtedness

Percentage of aggregate indebtedness to Net Capital 0%

Percentage of debt to debt-equity total computed in accordance with Rule 5c3- 1d

12



LFC Securities LLC

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

December 31 2012 Schedule continued

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum Net Capital 2/3% of $-0-

Minimum dollar Net Capital requirement of reporting broker or dealer

and minimumNet Capital requirement 100000

Net Capital requirement 100000

Excess Net Capital 52378

Net Capital less greater of 10% of aggregate indebtedness or 120%

of minimumnet capital 32378

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT
AND COMPUTATION iN COMPANYS UNAUDITED FOCUS REPORT

Computation of Net Capital Under Rule 5c3-

No material difference exists between the brokers most recent unaudited

Part 11A filing and the Annual Audit Report

13



LFC Securities LLC

Computation for Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

December 31 2012 Schedule II

The Company is exempt from the provisions of Rule 15c3-3 in accordance with

Section k2ii

RECONCILIATION BETWEEN COMPUTATION OF ANNUAL AUDIT REPORT

AND COMPUTATION iN COMPANYS UNAUDITED FOCUS REPORT

Computation for Determination of Reserve Requirements Under

Exhibit of Rule 5c3-3

No material difference exists between the brokers most recent unaudited Part 11A

filing and the Annual Audit Report

14
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Board of Directors of

LFC Securities LLC

In planning and performing our audit of the financial statements of LFC Securities LLC the Company as of and

for the year ended December 31 2012 in accordance with auditing standards generally accepted in the United

States of America we considered the Companys internal control over fmancial reporting internal control as

basis for designing our auditing procedures for the purpose of expressing our opinion on the fmancial statements

but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a-5g1 of the Securities Exchange Commission SEC we 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 we considered relevant to the objectives

stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness and net capital under Rule

7a-3a 11 and for detennining 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 we
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 la-i

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 conformity with generally accepted accounting principles Rule 7a-5g 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

15



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 significant 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 fmancial statements will not be prevented or

detected and corrected on timelybasis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identiI all deficiencies in internal control that might be material weaknesses We did not

identii any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defmed 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 material inadequacy for such purposes Based on this understanding and on our study

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

adequate at December31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC FINRA
and other regulatory agencies that rely on Rule 17a-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

Abington Pennsylvania

February 19 2013
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