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SS5G
Certified Public Accountants and Advisers

INDEPENDENT AUDITORS REPORT

To the Stockholder

AkrOfl Office CLFS Securities Inc

301 Springside Drive

OH 44333
Report on the Financial Statements

We have audited the accompanying financial statements of CLFS Securities
330-668-9696 Inc which comprise the statement of financial condition as of December 31

fax 330-668-2538 2013 and the related statements of income changes in stockholders equity and

cash flows for the year then ended that are filed pursuant to Rule 7a-5 under
www.SSandG.com

the Secunties 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

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 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 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 financial position of CLFS Securities Inc as of December

31 2013 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 financial

statements as whole The information contained in the Supplementary
Information is presented for purposes of additional analysis and is not required

part of the financial 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 contained in the Supplementary Information 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 contained in the Supplementary Information is fairly stated in all

material respects in relation to the financial statements as whole

February 2014

-2-



CLFS SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2013

ASSETS

15.020

1.800

TOTAL LIABILITIES 1800

STOCKHOLDERS EQUITY
Common stock no par value

Authorized 500 shares

Issued and outstanding 154 shares

Additional paid-in capital

Accumulated deficit

TOTAL STOCKHOLDERS EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

See accompanying notes to financial statements

13.220

15020

Cash and cash equivalents

Investments

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable related party

3080

L940

13440

12321

12.54

3-



CLFS SECURITIES INC

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31 2013

REVENUES

Management and supervisory fees

TOTAL REVENUES

OPERATING EXPENSES

Legal and accounting

Licenses and fees

Administrative fees

TOTAL OPERATING EXPENSES

OPERATING LOSS

OTHER INCOME
Interest income

Gain ar investments

NET INCOME

2250

2250

5400

1350

900

7650

5400

312

6237

6.549

1.149

See accompanying notes to financial statements
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CLFS SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2013

Additional

Common Paid-in Accumulated

Stock Capital Deficit Total

Balance at January 12013 13440 18921 13690 18671

Contributions 3000 3000

Distributions 9600 9600

Net income 1149 1149

Balance at December 31 2013 13.440 12.321 12.541 13.220

See accompanying notes to financial statements
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CLFS SECURITIES INC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2013

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 1149

Adjustments to reconcile net income to net cash used

in operating activities

Gain on investments 6237
Cash provided used by

Accounts receivable 2250

Cash provided used by
Accounts payable related party

900

NET CASH USED IN OPERATING ACTIVITIES 1938

CASH FLOWS FROM IN VESTING ACTIVITIES

Sale of investments 9.291

NET CASH PROVIDED BY INVESTING ACTIVITIES 9291

CASH FLOWS FROM FINANCING ACTIVITIES

Contributions 3000

Distributions 9600

NET CASH USED IN FINANCING ACTIVITIES 6600

NET INCREASE IN CASH AND CASH EQUIVALENTS 753

CASH AND CASH EQUIVALENTS at beginning of year
2.327

CASH AND CASH EQUIVALENTS at end of year
3.080

See accompanying no es 1ofinancial statements

-6-



CLFS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

NOTE Organization and nature of business

CLFS Securities Inc the Company was incorporated on July 1975 in the state of Ohio for the

purpose of underwriting securities

NOTE Summary of significant accounting policies

Bcisis of accounlin2

The financial statements of the Company have been prepared on the accrual basis of accounting

Use oe.iinates

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 the 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

Atua.l rtsults could differ from those estimates

Cash and cash equivalents

The Company considers all short-term investments with an original maturity of three months or less to

be cash equivalents

Investmerts

The Company determines the appropriate classification of marketable securities at the time of purchase

and re-evaluates such designation at each balance sheet date Marketable securities have been classified

as trading and are reported at fair value with unrealized appreciation or depreciation in fair value

recognized in earnings

Accounts receivable and allowance for doubtful accounts

The Company reports receivables at net realizable value The Company recognizes an allowance for

losses on accounts receivable in an amount equal to the estimated probable losses net of recoveries The

allowance is based on an analysis of historical bad debt experience current receivables aging and

expected future write-offs as well as an assessment of specific identifiable customer accounts

considered at risk or uncollectible The Companys policy is to recognize bad debt expense if any in

other expses At December 31 2013 management determined that no allowance is necessary

Income taxes

The Company has elected to be taxed under the provisions of Subchapter of the Internal Revenue

Code In ieu of corporate income taxes the stockholder of an Corporation is taxed on his pro rata

share of the Companys taxable income Therefore no provision or liability for federal and state income

taxes has been included in these statements The Company pays local income taxes on its income at the

corporate level

-7-



CLFS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

NOTE Summary of significant accounting policies continued

Income taxes continued

The Company follows the accounting guidance for uncertainty in income taxes using the provisions of

Accounting Standards Codification 740 Income Taxes ASC 740 Using that guidance tax positions

initially need to be recognized in the financial statements when it is more likely than not the position

will be sustained upon examination by the tax authorities

As of December 31 2013 the Company had no uncertain tax positions that qualify for either recognition

or disclosure in the financial statements It is the Companys policy to include any penalties and interest

related to income taxes in its operating expenses however the Company currently has no penalties or

interest related to income taxes The earliest year that the Company is subject to examination is the year

ended December 31 2010

Events occurring after reporting date

The Company has evaluated events and transactions that occurred between December 31 2013 and

February 2014 which is the date that the financial statements were available to be issued for possible

recognition or disclosure in the financial statements

NOTE Fair value measurements

The Company follows the provisions of Accounting Standards Codification 820 Fair Value

Measurements ASC 820 This standard defines fair value and provides guidance for measuring fair

value and expands disclosures about fair value measurements in accordance with accounting principles

generally accepted in the United States of America ASC 820 does not require any new fair value

1reasurc ents but rather applies to all other accounting pronouncements that require or permit fair

value measurements

ASC 820 enables the reader of the financial statements to assess the inputs used to develop those

measurcmeris by establishing hierarchy for ranking the quality and reliability of the information used

to determine fair values

ASC 820 requires that assets and liabililies carried at fair value be classified and disclosed in one of the

foUowing three categories

Lve1 Quoted market prices in active markets for identical assets or liabilities

Level Observable market based inputs or unobservable inputs that are corroborated by market

data

Level Unobservable inputs that are not corroborated by market data

The Companys financial assets as of December 31 2013 include trading investments The Company

determires the fair values of the trading securities using quoted market prices

All of th Companys investments are Level

-8-



CLFS SECURITIES INC

NOTES TO FINANCIAL STATEMENTS

NOTE Related party transactions

Administrative fees for the year ended December 31 2013 consisted of $900 paid to an affiliate for

management services and office space

NOTE Net capital requirements

As member organization of the FINRA 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 defined shall not exceed 15 to The Companys

mininiuii net capital requirement as of December 31 2013 was $5000 At December 31 2013 the

Companys net capital was $11429 and exceeded the minimum net capital requirement by $6429 The

Companys ratio of aggregate indebtedness to net capital at December 31 2013 was 0.1575 to

-9-
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CLFS SECURITIES INC

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

DECEMBER 31 2013

Total Stockholders Equity from Statement of

Financial Condition
3.220

Net capital before haircuts on securities 13220

aircuts on securities pursuant to Rule 5c3-I 1791

Net capital
11429

Net capital requirement 2/3% of aggregate

indebtedness or $5000 5.000

Excess net capital
6.429

Total aggregate indebtedness LOQ

Percentage of aggregate indebtedness to net capital
15.75%

Statement Pursuant to Paragraph d4 Rule 7a-5

The above computation of net capital agrees with the corresponding computation prepared by the

Company for inclusion on its Part II FOCUS Report filing as of December 31 2013

-10-



CLFS SECURITIES INC

STATEMENT REGARDING RULE 15c3-3

DECEMBER 31 2013

The Company is exempt from Rule 5c3-3 of the Securities and Exchange Commission under paragraph

k2i of that rule

Ii
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iNIIErDFr AL DI FORS St PPLLMENTARV
RE PORT ON IN FERNA CONTROL

Akron Office

the Stockholder of

CII Secutitie Inc

In planning and performing out audit of the financial statements CI .1

Seem itiCs Inc the Coinpan as of and for the year ended Iecember

in accordance with auditing standards generall accepted in the nited States ni

America we considered the Companvs internal comiol over financial reprtint

internal control as basis 11w desioning our auditing procedures the

PUll050 of e\prcssflg our opinion on the Itnancial statements hut not for tilL

purpr se of C\I essing an opinion on the etfuetis eness of the Compan inlet nal

contiol Accoidingls wc do not expless an opinion on the ci Lti\ encs of the

Cotnpan internal conti oh

\Iso as requited hr Rule 7a5g of the Securities and 11w hange

Commission 5CC we have made studs of the practices and procedures

Ibllowed by the Coinpan including consideration of control acn itic fir

sateguardine ccurlties his study included tests of such practices and

piocedures that we considered relevant to the objectis es stated in Rule 7afg
in making the periodic computations of aggregate indebtedness or aggieg ate

debhs and net cap tat under Rule l7a3aI and for determining compliance

with the exemptise pros isions of Rule 5e33 l3ecause the ompan does not

carr\ securities ace unts fur customers or perform custodial functions rela inf Ir

customer sceul ities we did not res fuss the practices and proccduies followed 1w

the Company to an of the following

Mal wg quarterly securities examinations counts erhicat ons and

conipat isons and tecordation of differences required Rule 7a

otnpl ing with the requirements fur prompt payment fur scent itics

under Seetton ii of Fcdcial Reserve Regulation of the Hoard ol

Gos ercors the ederal Resers System

he management of the Company is tesponsible for establishing and

maintaining internal control and the practices and procedures reiflrred to in the

pri ceding ragraph In fulfilling this responihility estimates and judgments

nianagement an. required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding

paragiaph and to assess whether those practices and procedures can be expected

to aehies the SFCS ibm ementioned objectives Iwo of the objectis es of

intet na control and the practices and procedures are to pros ide management

with ivasonal Ic but not absolute assurance that assets fur which the Cotnpan

has responsib Ii ate .s tifiguat ded against loss from unauthot idd SC 01

disaositio and that transactions ate executed in accordance with mam gements

aul Hiation and recorded properly to permit the pi eparation of Caan ial



siatenients in Lonlornotv with eenerall accepted accounting principles Rule

t/e lists additional hicetives ot the practices and procedures listed in tin

preceding par agmaph

Because ol inherent limitations in internal conu ol and the
piaci ce and

procedures referred to ahot error or faud may occur and not he detected

\ko projection of ins es aluation of them to Iliture periods is uhiect to the isk

that they ma\ become inadequate because of changes in conditions ot that the

elketis eness of their desiun rod operation may deteriorate

dc/ic jeiy ii ia/eiiial cullirol exists when the desian or operation of conti II

does not allow manaCement or eniplos ees in the normal course ot pet forming

theit assiened functions to pre cnt or detect and correct misstatements on

timeR basis niii/icani dc/wiener is deficiency or conibinution of

dedcicncies in internal control that is leSS ses crc than material weakness set

important enonrrh to merit attention by those charged with go ernance

inuicrwl ncaAnew is deflcicncs oi combination of deficiencies ii internal

maiol sc eti that them is ieasonable possihilits that material mjswatement ol

the companys financial statements will not be pret emued or detected and

corrected on timely basis

Our consiccrltion of iitenral control was fbr the limited purpose described in

the lirst tird second uagraphs and would not necessarily ide wits all

dc ciencies in internal control that might be material weaknesses \\ did not

identif\ am deficicakes in internal control and control actit itics lot

afegt arding srenriiics that we consider to he material weaknesses dcflncd

previously

\Vc undem stand that practices and procedures that accomplish the jeeti\

rethrred to nm the second paragraph of this report are considered by thc SlA to

be adequate Pu its uposes in accordance Rh the Securities Fxcharrg \ct of

1934 and related crulations and that 11
actices and procedures tha do not

accomplish ueh ohectives in all material respects indicate inatei ial

inrdequacy lhr such purposes Based on this understanding and on our study we

hc lieve that tIn oinpany jwactices and procedures as desem ibed in the second

paragmaph of tks renoit were adequate at December 31 2013 to meet the

ohcctit es

lhis report
is imended solely for the information and use ot the lloamd of

Directors our agenient the SFC and oilier regularory agencies that rely on Rule

7a.h under the Securities Fxchange Act of 1934 in their regulation of

rcgmsteied brokers and demrlem mid is not intended to be and should hot he used

bs aits one othc than these specified parttcs

lehr ary 2014


