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@:ab and Lompany, P.A.

100 E. Sybelia Ave. Suite 130 Certified Public Accountants . Telephone 407-740-7311
Maitland, FL 32751 il: abco. Fax 407-740-6441

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders'
of IFS Securities, Inc.

Opinion on the Financial Statement
We have audited the accompanying statement of financial condition of IFS Securities, Inc. as of March 31, 2018,

and the related notes (collectively referred to as the financial statement). In our opinion, the statement of financial
condition presents fairly, in all material respects, the financial position of IFS Securities, inc. as of March 31, 2018

in conformity with accounting principles generally accepted in the United States of America.
Basis for Opinion

This financial statement is the responsibility of IFS Securities, Inc.’s management. Our responsibility is to express
an opinion on IFS Securities, Inc.’s financial statement based on our audit. We are a public accounting firm
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be
independent with respect to IFS Securities, Inc. in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

St nd Cormporg 7

Ohab and Company, PA

We have served as IFS Securities, Inc.’s auditor since 2014.
Maitiand, Florida |

June 13, 2018



IFS SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
MARCH 31, 2018

ASSETS

Assets:

Cash

- Deposits with clearing brokers

Commission receivable

Advances to brokers

Securities owned, at fair value

Due from related parties

" Furniture and equipiment at cost, less accumulated depreciation $1 7,499
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:

Accounts payable and accrued liabilities
Commissions:and wages payable:

Securities sold not yet purchased, market value
Note payable

Due to related party

Mahagement fee payable (related party)

Due to clearing broker - margin loan
Subordinated loans payable

Stockholders' equity:

Common stock, no par value; 10,000,000 shares authorized,
10,000,000 shares issued and outstanding

Additional paid-in capital

Retained earnings

$ 2,457,977
322,71
1,028,35
187,031
7,957,720
52,017
130,569
204,554

$ 590,739
819,805
12,504
85,400
10,987
1,460,000
5,202,083
75,000

8,256,518

25,000
3,869,566
189,854

4,084,420
$ 12,340,938

=

The accompanying notes are an integral part of these financial statements.



IFS SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31,2018

Note 1 - Summary of Significant Accounting Policies
Nature of Business

IFS Securities; Inc. ("the Company’) is @ securities broker-dealer, registered with the Securities Exchange
Commission (“SEC”), a member of the Financial Industry Regulatory Authority (“FINRA”), and a member of

the Securities Investor Protection Corporation (“SIPC”). The Company was formed in'September 1993 and
brokerage activity is transacted on a fully disclosed basis through clearing brokers. '

The Company's commission income is derived from purchases and sales of securities on behalf of customers.
Customer's security transactions are reported on a trade date basis. The Company's operations:also consist
of receiving commissions from transactions with mutual funds from various houses, REITs, annuity and life
insurance sales, and private placements, for which the Company recognizes revenue when the following
conditions have been met. persuasive evidence of an arrangement exits, delivery has occurred, or services

have been rendered, the price is fixed or determinable, and collectability is reasonably assured.

The Company participates in municipal and corporate bond underwritings on both firm commitment and best
efforts basis:

As is typical in the industry, the Company engages in activities with various financial institutions and brokers.
In the event these counter parties do not fulfill their obligations, the Company may be éxpased to risks.

Cash and Cash Equivalents

For purposes of reporting the statement of cash flows, the Company considers all cash accounts, which are
not subject to withdrawal restrictions or penalties, and all highly liquid debt instruments purchased with a
maturity of three months or less to be cash equivalents.

The Company maintains cash and other deposits with banks-and brokers, and, at times, such deposits
exceed applicable insurance limits. The Company reduces its exposure to credit risk by maintaining such
deposits with high'-quality financial institutions. :

Property and equipment

Property and equipment are recorded at cost. Repair and maintenance costs are charged to operations as
incurred. ‘When assets are retired or disposed of, the cost and accumulated depreciation are removed from
the accounts, and any gains or losses are included in operations. Depreciation of property and equipment is
provided utilizing the straight-line method over the estimated seful lives of the related assets.

Securities Owned

Principal transactions in regular-way trades are recorded on the trade date, as if they had settled. Profit and
loss arising from all securities transactions entered into for the account and risk of the Company are recorded
on a trade date basis.

Estimates

The preparation of financial statements: in ‘accordance with accounting principles generally accepted in the

ed States of America 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 revenues and expenses during the reporting period. Actual results could differ from those
estimates.




IFS SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2018

Note 1 — Summary of Significant Accounting Policies (continued)

Income Taxes

Income taxes are accounted forin‘accordance with the standard of “Accounting for Income Taxes”. As required
under this standard, deferred tax assets and liabilities are recognized for the future tax consequences
attributable to temporary differences between the financial statement carrying amounts of assets and liabilities
and the respective tax basis:amounts. Deferred tax assets and liabilities are measured under tax rates that
are expected to apply to taxable income in the years in which these differences are expected to be settled.
The effect of a change in tax rates on deferred tax assets and liabilities is recognized in the period of the tax
change. :

Fair Value of Financial Instruments

All of the Company’s financial assetsand liabilities are carried at market value or at amounts, which, because
of their shoit-term nature, approximate current fair value.

Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09, “Revenue from
Contracts with Customers (Topic 606),” which provides new guidance on revenue recognition effective forthe
periods beginning after December 15, 2017. Management does not expect the new standard to have a
significant impact to its financial position, results of operations and related disclosures. \

In February 2016, the FASB issued a new accounting pronouncement regarding lease accounting for reporting
periods beginning January 2019. A lessee will be required to recognize on the balance sheet, the assets:and
liabilities for leases with lease terms of more than 12 months. Management is currently evaluating the effect
onouncement will have on the financial statements and related disclosures.

Note 2= Related Party Transactions

IFS Group, Inc. is sole owner of the Company. At March 31, 2018, the Company owed $1,460,000 to IFS
Group, Inc. for management services. / t March 31, 2018, IFS Group, Inc: owed the Company $37,493 for
expenses paid by the Company on behalf of IFS Group; Inc.

Through .common ownership and man‘ajgémeﬁnt,v:the Company is affiliated with IFS Advisory LLC, a registered
investmentadvisor. The Company collects investment advisory fees on behalf of IFS Advisory LLC and retains
'98% of the fees for paying registered persons and servicing the accounts of IFS Advisory, LEC. AtMarch 31,
2018, the Company owes $10,987 to'IFS Advisory LLC. ’

Through common ownership and management, the Company is affiliated with IFS Capital Markets, a pending
FINRA member. At March 31, 2018, IFS Capital Markets owes the Company $14,524 for expenses paid by
the Company on its. behalf.

Note 3 = Fumniture and Equipment
Furniture and eéquipment consists of:

Office furniture and fixtures $ 49,298

Computer equipment, veticle and software 129,282
Total furniture and equipment, at cost 178,580

Less accumulated depreciation (48,011)
Furniture and equipment, net $ 130,569

Total depreciation expense was $25,913 for the year ended March 31, 2018.



-~ IFS'SECURITIES,INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2018

Note 4 - Fair Value Measurements

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a 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-a liability in an orderly transaction between market participants at
the meastirement date. A 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 a principal market, the
most advaritageous 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 fairvalue hierarchy prioritizes the inputs to valuation technigues used to measure: fair value into three
broad levels:

« - Level 1 inputs are guoted prices (unadjusted) in active maikets for identical assets or liabilities the
Company has the ability to access.

« Level2inputs are inputs (other than-quoted prices included within level 1) that are observable for the
asset or liability, either directly or indirectly.

s Level 3 are unobservable inputs for the asset or liability and rely-on management’s own assumptions
about the ‘assuriptions that market participants would use in pricing the asset or liability. (The
unobservable inputs should be developed based on the best ‘inforfnation ‘available in ‘the
circumstances and may include the Company’'s own data.)

The following schedule details the level of the Company'’s financial instruments measured on & recurring basis:
Fair Value Measurement at Reporting Date Using Description
Quoted Prices ' ,
in Active Significant

Markets for Other Significant

Identical Observable Unobsérvable

N Assets inputs Inputs

3/31/2018 (Level 1) (Level 2) (Level 3)

Securities owned $7.957.720 $ 1,700,881 $6,256,839 $ -

The securities owned are collateral for the due to-clearing broker-margin loan, in'the-amount of $5,202,083
for which interest was incuiréd at a variable rate during the fiscal year. Thera rged was the clearing
firm’s cost of fund less 100 basis points which averaged 2 %% - 3 %% for the year ended March 31, 2018

Note 5 Contingencies and Commitments

On March:25, 2013, the Company entere
of office space under terms of a non-ca
Company will pay taxes-and a pro-rata s
Rent.expense for the year énding Maich .

a 67-month lease agreement (“Agreement”) for 3,716 square feet
ble operating lease. The Agreement provides that the

re of the facility's operating expenses in addition to the base rent.

', 2018 was $114,817.

On September 9, 2016, the-Company entered info.a 12-month lease agreement for one office under terms.of

anon-cancellable operating lease ending October 31, 2017. The lease was renewed until October 31, 2018

with rent of $3,620 per month.
location.

Rent expense for the year ending March 31, 2018 was $44.,426 for this



IFS SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2018

Note 5 — Contingencies and Commitments (continued)
The Company’s future minimum lease payments due under the terms of the agreement are as-follows:
" Year ended March 31, ,
2019 $ 1-06;884 .

The Corpany is the subject of a formal SEC investigation into alleged vidlations of MSRB Rule G-17 relating
to-a municipal bond offering for which th erved as an underwriter, and is con ng issuing a Wells
‘which could result in & civil-action including a fine. Management does not believe there isa basisin

3t or law to recommend proceedings.

The Company is also the subject of a FINRA enforcement action pertaining to a failure to supervise
reégarding the sale by a registered representative-of allegedly unsuitable short-term UIT’s, which could result
irafine.

Thié Company has accrued $300,000-as of March 31, 2018 to cover futures legal costs and potential
settlement regarding the above matters.

Note 6 — Clearing Agreement With Off-Balance-Sheet Credit Risk

In order to facilitate securities. fransactions, the Company entered into an agreement ‘with three other
broker/dealers (Clearing Broker/dealer) whereby the Company forwards. (introduces) customer securities
transactions to the Clearing Broker/dealers, fiilly disclosing the customer name and other information. The
processing and, if applicable, any financing pertaining fo the introduced transactions are performed by the
ing Broker/dealers. The customer accc ntis therefore maintained and recorded in the books and records
he Clearing Broker/dealer on-the Company’s behalf.

or

The Company's customer securities activities are transacted on gither a cash or margin basis. In margin
transactions, the Company’s Clearing Broker extends credit to the customer; s bject to various regulatory
and internal margin requirements, collateralized by cash and securities in‘the customer’s account. Asa
result of guaranteeing customer margin balances cartied by the Clearing Broker, the Company may be
exposed to off-balance sheet risk in the event margin requirements are not sufficient to fully.coverlosses the
customermay incur. - '

The Companyis also exposed fo off-balance sheet risk of loss ‘on transactions during the period from the:
trade date to the seftlement date, which is generally three business days. If the customer fails to satisfy its
contractual obligations to the Clearing Broker, the Company may have to purchase or sell financial
instruments at prevailing rnarket prices in order to fulfill the customer's obligations. Settlement of these
transactions is not expected to have a matetial effect on the Company's financial position.

s C ciated with'its customer-activities by requiring customers to
maintain margin-collateral in complianc: various regulatory and the Clearing Broker’s:guidelines. The
Company monitors required margin levels daily and, pursuant to such guidelines, requires customers to
deposit-additional collateral, or to reduce positions, when necessary. ‘

The Company seeks to control the risks asso

The Gompany is required to maintain a $100,000 deposit with the Clearing Broker/dealers. The Company is
: rohibited from entering into-a si

alsop ] greement with another broker/dealer without prior written approval
from the Clearing Broker/dealers. Ter
$100,000 clearing deposits with three of i

tiori fees and other items:are included therein. The Company has
clearing firms:as of March 31, 2013.



IFS SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2018

Note 7~ Net Capital Requiroments

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule (Rule15¢3-
1), which requires the maintenance of minimum net capital at amount equal to the greater of $100,000 or

6 2/3% of aggregate indebtedness, and requires that the ratio of aggregate indebtedness to net capital not to
exceed 15 to 1. At March 31, 2018, the Company had an excess net capital of $2,928,274 and an aggregate
indebtedness to net capital ratio of 0.95 to 1.

Note 8 — Subordinated Loans

The Company owes two subordinated loans to unrelated parties. Both loans are unsecured and have been
approved by FINRA. The subordinated borrowings are available in computing net capital under the SEC's
uniform net capital rule. To the extent that such borrowings are required for the Company's continued
compliance with minimum net capital requirements, they may not be repaid. The borrowings:tinder
ssubordinated agreements as of March 31, 2018 are as follows:

Amount Interest Rate Effective Date Maturity Date
$25,000 7% 8/31/2015 8/31/2018
$50,000 7% 8/31/2015 8/31/2018

Note 9~ Income Taxes

At March 31, 2018, the Company had federal and state net operating loss carry forwards of approximately
$198,000. The net operating loss carryforwards expire in 2036, 2037 and 2038. The.effect of a change in

ules on deferred tax assets and liabilities is recognized in operations in the year of change. A valuation
allowance is recorded when it is “more likely-than-not” that a deferred tax asset will not be realized.

For year ended March 31, 2018:

Deferred tax asset _ $42,000
Valuation allowance fordeferred tax asset (42,000)
Net deferred tax asset $ -0

In accordance with US GAAP, the Company has adopted the provisions of FASB ASC740 “Accounting for
Uncertainty in Income Taxes. The Company has-assessed its income tax positions based upon
management’s evaluation of the facts and circumstances available at the reporting date. The Company does
not have ‘any liability for uncertain tax liabilities.

The Company’s income tax returns for the years ended March 31, 2015, 2016 and 2017 are subject o
possible federal and state examinations, generally three years after they are filed.

Note 10 — Subsequent Events

The Company has evaluated subsequent events through June 13, 2018, the date the financial statements
were available to be issued.



