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Elizabeth Tractenberg, CPA 
3832 SHANNON ROAD 

LOS ANGELES, CALIFORNIA 90027 
323/669-0545 Fax 323/978-5089 

PCAOB#3621 

Report of Independent Auditor 

Report on the ~Financial Statements 

financial condition Vertical Capital 
statements of income, changes in member's equity, and changes in 

"""'n"'"" for the year then that are filed pursuant to under the 
and the related notes to the financial statements. 

ManagemenCs Responsibility for the ~Financial Statements 

error. 

statements in 
accepted in the United of America; this includes 

relevant to the preparation and 
mn>sta.te1111e11tt, whether due to fraud or 

Auditor's Responsibility 

is to express an opinion on financial statements based 011 my audit. 1 vV,H.HJ""'""-' 

my audit in accordance the United States of America. 
assurance about whether the standards I and Y\l>r1Tir~m 

statements are of material misstatement 

An audit involves ..,,,.,-,w,,"" "r"'""''1""'~"" to obtain audit evidence about the amounts and disclosures in 
the depend on auditor's judgment, including the 

mrsst1:tte1rnent of the financial to or 
those risk assessments, auditor considers internal control relevant to the Company's 

of the financial statements in order to audit that are 
appropriate in the but not for the purpose of expressing an opinion on the of 

internal controL Accordingly, I express no such opinion. An audit also includes 
of accounting policies used and the reasonableness of 

made by management, as as evaluating the overall presentation of the 
financial statements. 



Member 
Vertical Capital Securities, 

2 

audit 

Opinion 

Other Matter 

J have is appropriate to provide a basis for my 

and .UhvH,UHJ;'-

was derived from and relates directly to the underlying accounting 
and other records used to prepare the statements. The information in Schedules I, II and III 
been subjected to the auditing procedures applied in the audit of the fmancial statements and certain 
additional and reconciling such to underlying 

the financial statements or to the financial statements 
"'"''""""rn~ in accordance \Vlth in 

In my opinion, infonnation in Schedules I, II and lU is fairly stated in 
""'"''..,"'"t" in relation to the basic statements taken as a whole. 



Cash and 

Liabilities 

Vertical Capital Securities, LLC 
Statement of Financial Condition 

December 31, 2013 

Assets 

Liabilities and Member's Equity 

Accounts payable and liabilities 

Member's Equity 

Total Liabilities and Member's Equity 

notes to 

3 
statements 



Revenues 

Vertical Capital:-.;.,,,., .. ,,~, 

Statement of Income (Loss) 
For the Year Ended December 31, 

Fees and other 

revenues 

Professional 

Total expenses 

Income (loss) before tax provision 

Income tax provision 

Net income (loss) 

See accompanying notes to financial statements 
4 

1 

20,460 

590,979 

1 



Vertical Capital 
Statement of in Member's 

I<' or the Year Ended December 31, 2013 

2 

Net Income (loss) 

Member distributions 

December 31, 

See accompanying notes to 
5 

$ 

statements 

12 



Vertical Capital Securities, 

Statement of Changes in Financial Condition 

For the Year Ended December 

Cash Flows fi·om 

Net (loss) 

Net 

Net 

in operating assets and liabilities: 

provided by 

Flows Investing Activities: 

Flows for 

contribution 

in cash 

Cash - beginning of the 

end 

Cash Flow Information 

paid for interest 

Cash paid for income tax 

See accompanying notes to 

6 

$ 

9,602 

800 



Vertical Capital Securities, 
Notes to Financial Statements 

December 2013 

Note 1 --Organization and Nature of Business 

Liability 
Exchange Commission 
Securities Investor Protection 
Markets Group, LLC 

Note 2- Significant Accounting Policies 

Basis of Presentation ·~"'~'>n" conducts the business as a ""'""r't'"" 
dealer, which of including: 

• partnerships in distribution 
• 

preparation of financial statements in 
umag1e1ncnt to make estimates and 

assets 
financial statements and the reported amounts of revenues and expenses during the reporting period. 
Actual resulk<i could from those '"""u'"'"·"· 

fees in accordance with terms stipulated in its 
rec~og.m2~ect as eamed on a pro rata basis over the tem1 

whichever is shorter. Commission 
the deal is closed. 

Income Taxes -The with consent Member, has elected to be a Limited 
Liability For tax purposes the Company is treated like a partnership, in lieu 
business the Member is on the Company's taxable income. Therefore, no provision 
or liability for Income Taxes is included in these statements. The State 
has a simllar treatment, although there exists a provision for a gross receipts tax and a minimum 

Tax of$800. 

in its tax returns that uncertain. 
that all positions by the Company 

tax returns are more than not to be upon 
is subject to examinations by U.S. and State tax authorities from 

for three years after are filed. 

7 



Note 2 

Vertical Capital Securities, 
Notes to Financial Statements 

December 2013 

Accounting Policies (continued) 

Statement of Changes in l<'inancial Condition- The 
liquid with original maturities than 
ordinary course 

Note 3- Fair Value 

\MV"'"'l""' a framework and establishes a 
which prioritizes the to valuation 

to sell an asset or paid to transfer a liability in an between 
"'-''fJ"'.n" at the measurement A value measurement assumes that the transaction to sell the 

the liability occurs in the principal market for the asset or liability or, in the absence 
the most market Valuation are consistent with the 

ASC value. 

the to valuation used to measure fair value into 
three broad levels: 

at 

.. I inputs are quoted prices (unadjusted) in active "m'"'"''" for identical assets or 
ability to access. 

• 2 inputs arc inputs (other than quoted prices included within 1) that are 
observable the asset or liabilJty, directly or 

• Level 3 inputs arc unobservable inputs tor the asset or liability and on 

Assets 
Cash 

own assumptions about the assumptions that market participants would use in pricing the 
asset or liability. (The unobservable inputs should be on the best 

available in the circumstances and may own data.) 

fair value 
ue<;e~:rmer 31 , 2013. 

assets and liabilities measured 

Fair Value Measurements on a Recurring Basis 
As of December 31, 

Levell Level2 Level3 

$ I $ $ 

8 

Total 

$1 



4- Related 

Note 5 

Vertical Capital 
Notes to Financial Statements 

December 31,2013 

Requirements 

(SEC Rule 15c3-1 ), which requires the 
nacrrf'crntl' indebtedness to net capital, 

also provides equity capital may not 
dividends resulting net capital ratio would 10 to 1 At December 

net capital of$18,590 which was $1 in excess of its net 
capital net capital ratio was .0 to I. 

Note 6- Income Taxes 

amJHll¥ company with a minimum 
31, 2013, the Company recorded the minimum 

tax of$800. 

Note 7- Exemption from the SEC Rule 15c3-3 

Rule 1 provides an the protection 
that: carry no accounts; promptly transmit ail customer funds and deliver all "'"'""''tf·'"'"' 

rPf'i'Hif'rl in connection with do not nthr>rHJH't> 

or owe money or to, customers; and all uucu1''"" 

one or more bank accounts ""'"""'ll"'"" 
the vVJ'lliJICUl 

!\fote. 8- SIPC Supplementary Report Requirement 

to complete 
jpp,ntWhPt' 31, 2013 V\;0\.•<IUI>v 

9 

(4) 



Note 9- Subsequent Events 

Vertical Capital ,.,,,., ... ,1-.. "" 

Notes to Financial Statements 
December 2013 

no arc necessary to the amounts n~''"""'"" 
statements nor have any events 

JO 



Vertical Capital 
I~ Computation of Net Capital Requirements Pursuant 

To Rule l5c3-1 
December 

equity from statement of financial 
Nonallowablc assets: 

Net Capital 

Net 
Variance-

of above amounts) 

(net 

to net capital 

the above net 

Net Capital Per Audited Report 

Sec accompanying notes to financial statements 
ll 

$ 

$ 



Vertical Capital Securities, 
Schedule U Computation for Dete1·mination of .Reserve 

.Requirements Pursuant to Rule 
As of December 31,2013 

is not applicable to 
under 1 (k) 

12 

as 



Vertical Capital Securities, 
Schedule III -Information Relating to Possession or Control 

Requirements Under to Rule 15c3-3 
As of December 2013 

13 



Elizabeth Tractenberg, CPA 
3832 SHANNON ROAD 

ANGELES, CALIFORNIA 90027 
323/669-0545 -

Report on Internal Control Required by Rule 17a-5(g)(l) for a 
Broker-Dealer Claiming an Exemption from SEC Rule 

statements LLC 
'""'~n'h"r 31, 2013, in accordance with auditing standards 

the internal over 
control) as a basis my auditing procedures the purpose 

on the financial statements, but not for the purpose an opnuon on 
of the Company's internal control. I do not express an opinion on the 

oftbe Company's internal controL 

1 have made 
"'""""'~"' and followed by consideration of control 

securities. This study included tests of such and procedures that I 
stated in Rule 1 in the periodic computations of 
debits) net under Rule 1 11) and for 

the exemptive provisions ofRulc 15c3-3. Because does not 
customers or perform custodial to customer securities, I 

""""'!!'"'·'"and procedures followed by the Company in any of the following: 

examinations, counts, verifications, and comparisons and recordation of 
Rule 17a-13 

for prompt for under Section 8 of Federal 
the Board of Governors of the Federal Reserve 

14 

control and 
this responsibility, 

and related costs of 

previously mentioned objectives. 
are to provide management 

·",..,.,,.,"."'' has responsibility are 
m 

lists 



Member 

Because in 
error or fraud may occur and not be u'"''"'"'"u. 

to the risk that 

""""'"'''""''"' on a 
'"""'"'''' in intcmal control that is less severe than a material wva,. •. l'-"'"' 

vu,ou,_,., to merit attention by those with governance. 

\Vet:lfcneSS is a deficiency, or VVJlUlJJU<> control, such 

weaknesses. 
securities 

that a material financial statements will not 
actcctt~d and on a timely basis. 

limited purpose in first and second 
not identify all in control that might be 

l did not identity any deficiencies in internal control and control 
I to be material as defined 

15 

1am:1gemel:11 the and 
the Securities Exchange Act 

nr<l>MI'lF'fl to be and should not be 

J 


