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Assets
Cash 51,046,956$         
Cash segregated in compliance with federal and other regulations 175,887,047         
Securities purchased under agreement to resell (including accrued interest) 5,883,606,150      
Securities borrowed 1,233,147,379      
Securities owned, at fair value 44,895,651           
Receivables from customers 360,073,835         
Receivables from brokers, dealers and clearing organizations 97,913,804           
Securities borrowed interest receivable 13,902,424           
Other assets 23,912,677           

Total assets 7,884,385,923$     

Liabilities and Members' Equity

Liabilities
Bank loan payable 25,000,000$         
Securities sold under agreement to repurchase (including accrued interest) 5,869,627,883      
Securities loaned 1,212,509,190      
Payables to customers 508,117,626         
Payables to brokers, dealers and clearing organizations 63,103,723           
Payables to non-customers 11,347,431           
Securities loaned interest payable 8,414,896             
Accounts payable 7,161,639             
Accrued expenses and other liabilities 26,214,855           

Total liabilities 7,731,497,243

Members' equity 152,888,680         
Total liabilities and member's equity 7,884,385,923$      
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June 30, 2026 

 

Note 1 – Organization 

Velocity Clearing, LLC (the “Company”) is a wholly owned subsidiary of VCT Holdings LLC (“VCT”), which is 
ultimately wholly owned by Nexus Clearing, LLC (“Nexus”). The Company is a self-clearing broker-dealer 
registered with the Securities and Exchange Commission (“SEC”), Financial Industry Regulatory Authority, Inc. 
(“FINRA”) and the various securities exchanges in which it maintains membership. The Company has clearing 
memberships with principal stock exchanges in the United States, including NYSE, CBOE, NASDAQ BX and 
NASDAQ PHLX LLC, among others. The Company was organized as a limited liability company under the laws of 
the State of Delaware in 2010. 
 
The Company’s principal business activities include securities borrow and securities loan activities, and reverse 
repurchase and  repurchase financing and acting as a provider for companies to borrow specific securities. On August 
22, 2019, the Company began to refer customers on a fully disclosed basis with a clearing broker-dealer for equity 
securities. The Company began accepting client collateral and clearing equities for certain customers and brokers 
with proprietary accounts on a direct basis in January 2020.  
 
Effective January 1, 2021, Nexus is 40.00% owned by VCT Holdings II, LLC (“VCT II) and 60.00% owned by 
Nexus Clearing Investors, LLC (“NXS”). NXS sold off its entire 60% ownership and VCT Holdings II, LLC sold 
15% partial ownership to Hanwha Life Insurance effective after the close of business on July 31, 2025. 
 
Note 2 – Summary of Significant Accounting Policies 
 
Basis Of Presentation  
The accompanying financial statements have been prepared in accordance with accounting principles generally 
accepted in the United States of America (U.S. GAAP). The Company’s functional base currency is the U.S. Dollar, 
and no transactions are conducted in other currencies. 
 
Recent Accounting Pronouncement 
In December 2023, the FASB issued ASU N0. 2023-09, “Income Taxes (Topic 740): Improvements to Income Tax 
Disclosures“. The ASU requires disaggregated information about a reporting entity’s effective tax rate reconciliation 
and income taxes paid. The ASU is effective for the Company’s 2025 annual reporting period on a prospective basis 
with early adoption permitted. The Company believes that the impact from adopting this standard is not material to 
the financial statements. 
 
Use Of Estimates  
Management makes estimates and assumptions that affect the reported amounts in the  financial statements and 
accompanying footnotes. Management believes that the estimates utilized in preparing its  financial statements are 
reasonable. However, actual results could differ significantly from those estimates and differences may be material. 
 
Cash 
The Company considers all highly liquid investments with original maturity dates of 90 days or less that are not 
segregated and deposited for regulatory purposes, at the date of acquisition to be cash equivalents. The Company has 
cash deposits with financial institutions, several of which are insured by the Federal Deposit Insurance Corporation 
(“FDIC”) up to $250,000 per institution. At June 30, 2026, there were no investments classified as cash equivalents. 
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Cash Segregated In Compliance With Federal And Other Regulations 
The Company is required by its primary regulators, the SEC and FINRA, to segregate cash or qualified securities to 
satisfy rules regarding the protection of client assets pursuant to the exclusive benefit of customers under the 
Securities Exchange Act of 1934 section 240.15c3-3 “Customer protection – reserves and custody of securities” 
(“SEC Rule 15c3- 3”). 
 
The following table provides a reconciliation of cash and cash segregated reported within the Statements of Financial 
Condition with the total of such amounts presented in the Statements of Cash Flows. 
 
Cash                                                                                                      $ 51,046,956              
Cash segregated under federal and other regulations                               175,887,047            
Total cash and segregated cash at end of the year $ 226,934,003            

 
 
Receivables From/Payables To Brokers Or Dealers And Clearing Organizations 
Receivables from/Payables to brokers, dealers and clearing organizations represent amounts due in connection with 
the Company’s normal transactions involving trading and clearing of securities in the U.S. In addition, the net 
receivable or payable arising from unsettled trades is reflected in either the receivable or payable line item on the 
Statement of Financial Condition. A portion of the Company’s trades and contracts are cleared through a clearing 
organization and settled daily between the clearing organization and the Company. The Company’s exposure is 
limited to the unsettled amounts owed to the Company. The Company continually reviews the credit quality of its 
counterparties. 
 
Receivables From Customers/Payables To Customers 
Receivable from customers and Payable to customers include balances arising from customer cash and margin 
transactions. Securities owned by customers are held as collateral for receivables. Margin loans represent credit 
extended to customers to finance their purchases of securities by borrowing against securities they own and are fully 
collateralized by these securities in customer accounts. Collateral is maintained at required levels at all times. The 
borrowers of a margin loan are contractually required to continually adjust the amount of the collateral as its fair 
value changes. The Company subjects the borrowers to an internal qualification process to understand investing 
objectives and monitors daily customer activity. The Company applies the practical expedient based on collateral 
maintenance provisions in estimating an allowance for credit losses for margin loans. 
 
Securities Borrowed, Securities Loaned, Securities Received As Collateral, And Obligation to Return 
Securities Received As Collateral 
Securities borrowed and Securities loaned result from transactions with other financial institutions ("counterparties") 
and are accounted for as secured financing, recorded at the amount of cash collateral advanced or received, 
respectively. At June 30, 2026, the Company had accepted collateral that is permitted by contract to sell or repledge, 
mostly including exchange listed equities, U.S. treasury securities, and U.S. corporate bonds. Such collateral consists 
primarily of securities received from broker-dealers and other financial institutions in connection with securities 
borrowed and securities loaned transactions. Securities Received as Collateral and Obligation to Return Securities 
Received as Collateral are recorded at the fair value of the underlying securities collateral. At June 30, 2026, the 
Company had not received any securities as collateral and had no obligations to return securities received as collateral. 
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Securities Purchased Under Agreements To Resell And Securities Sold Under Agreements To Repurchase 
Securities purchased under agreements to resell (“resale agreements”) and Securities sold under agreements to 
repurchase (“repurchase agreements”) are accounted for as secured financing. Resale agreements and repurchase 
agreements generally are collateralized by U.S. government obligations which are recorded at contract price, plus 
accrued interest. The Company takes possession of securities obtained as collateral for resale agreements at the time 
such agreements are made. The market value of the underlying collateral is generally valued or monitored daily, and 
additional collateral is obtained or refunded as appropriate. Resale agreements are collateralized by securities with a 
market value in excess of the obligation under the contract which may result in unsecured credit exposure in the event 
the counterparty to a transaction is unable to fulfill its contractual obligation in a timely matter. The Company applies 
the practical expedient based on collateral maintenance provisions in estimating an allowance for credit losses for 
resale agreements. The Company has established policies and procedures for mitigating credit risk on resale 
agreements transactions including reviewing and establishing limits for credit exposure, maintaining collateral, and 
continually assessing the creditworthiness of counterparties. The Company minimizes credit risk associated with 
resale agreements activities by daily monitoring type and grade of securities posted as collateral and requiring 
additional collateral to be deposited with the Company. 
 
Securities Owned And Securities Sold, Not Yet Purchased 
Securities owned and Securities sold, not yet purchased consist of obligations of U.S. treasury bills stated at fair 
value. Purchases and sales of proprietary securities settle on a regular way basis and are recorded on a trade-date 
basis. 
 
Other Assets 
Other assets primarily consist of client billing receivables, deposits and our ownership interest in DTCC. DTCC is 
the holding company for NSCC and FICC, all of which a registered clearing agencies. DTCC is owned by the users 
of its regulated subsidiaries. In the ordinary course of business, the Company will consider various risk and economic 
factors to determine that if an allowance is required. At June 30, 2026, there was no allowance recorded. 
 
Securities Received From Customers And Non-Customers 
Securities received from customers and non-customers in lieu of cash margin are not reflected in the Statement of 
Financial Condition as the Company does not own such securities and they contractually may only be sold or 
hypothecated to the extent the Company requires the equivalent funds to meet regulatory or counterparty 
requirements. 
 
Property And Equipment 
Property and equipment are recorded at cost less accumulated depreciation. Depreciation is computed using the 
straight-line method over the remaining useful lives of the assets, ranging from 3 to 5 years, less any permanent 
impairments. At June 30, 2026, property and equipment, net, amounts to $152,556 and is included in the Statement 
of Financial Condition in Other Assets. 
 
Accounts Payable 
The balances reported in Accounts payable in the Statement of Financial Condition predominantly consists of 
amounts owed to various vendors for securities related activities. These amounts owed are less than 60 days 
outstanding. 
 
Accrued Expenses And Other Liabilities 
The balances reported in Accrued expenses and other liabilities predominantly consists of accrued compensation and 
lease liability. 
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Income Taxes 
No provision for Federal, state and local income taxes has been made in the accompanying financial statements as 
the Company is an limited Liability Company (“LLC”) as such is treated as a partnership for tax purposes and as a 
result, the individual partners are responsible for taxes on their share of the Company’s taxable income. Interest, 
dividends and other income realized by the Company from non-U.S. sources and capital gains realized on the sale of 
securities of non-U.S. issuers may be subject to withholding and other taxes levied by the jurisdiction in which the 
income is sourced. The Company files U.S. Federal and various state and local income tax returns. 

The U.S. Federal jurisdiction and New Jersey are the major tax jurisdictions where the Company files income tax 
returns.  

The Company is subject to U.S. Federal and State examinations by tax authorities since inception. The Company has 
analyzed the positions for all open tax years, and the positions to be taken for the tax year ended June 30, 2026 in its 
major jurisdictions, and has analyzed whether there are uncertain tax positions that require financial statement 
recognition. Based on this review, the Company has determined the major tax jurisdictions to be where the Company's 
results of operations are domiciled and believes no reserves for uncertain tax positions were required to have been 
recorded for the year ended June 30, 2026. However, the Company's conclusions regarding this policy may be subject 
to review and adjustment at a later date based on factors including, but not limited to, on-going analyses of and 
changes to tax laws, regulations and interpretations thereof. Furthermore, upon audit by a taxing authority, the 
Company and/or its individual partners may be liable for additional taxes. The open tax years under potential 
examination vary by jurisdiction. Any recognition of tax liability and related interest and penalties, if any, related to 
uncertain tax positions are recorded as income tax expense in the statement of operations. As of June 30, 2026, there 
was no impact to the financial statements relating to accounting for uncertainty in income taxes.   
 
Safe Harbor 401K Plan 
The Company currently has a Safe Harbor 401K matching plan. The matching contribution equals 100% on the first 
4% of participant's compensation which is deferred as an elective deferral.  
 
Leases 
The Company accounts for its leases in accordance with FASB ASC 842, Leases. The Company is a lessee in several 
noncancellable operating leases, for office space, computers and other office equipment. The Company determines 
if an arrangement is a lease, or contains a lease, at inception of a contract and when the terms of an existing contract 
are changed. The Company recognizes a lease liability and a right of use (ROU) asset at the commencement date of 
the lease. 
 
A lease liability is measured based on the present value of its future lease payments. Variable payments are included 
in the future lease payments when those variable payments depend on an index or a rate, and are measured using the 
index or rate at the commencement date. Lease payments, including variable payments based on an index rate, are 
remeasured when any of the following occur: (1) the lease is modified (and the modification is not accounted for as 
a separate contract), (2) certain contingencies related to variable lease payments are resolved, or (3) there is a 
reassessment of any of the following: the lease term, purchase options or amounts that are probable of being owed 
under a residual value guarantee. The discount rate is the implicit rate if it is readily determinable; otherwise the 
Company uses its incremental borrowing rate. The implicit rates of the Company's leases are not readily determinable; 
accordingly, the Company uses its incremental borrowing rate based on the information available at the 
commencement date for each lease. The Company's incremental borrowing rate for a lease is the rate of interest it 
would have to pay on a collateralized basis to borrow an amount equal to the lease payments under similar terms and 
in a similar economic environment. The Company determines its incremental borrowing rates by starting with the 
interest rates on its recent borrowings and other observable market rates and adjusting those rates to reflect differences 
in the amount of collateral and the payment terms of the leases. 
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A lessee's ROU asset is measured at the commencement date at the amount of the initially-measured lease liability 
plus any lease payments made to the lessor before or at the commencement date, minus any lease incentives received; 
plus any initial direct costs. Unless impaired, the ROU asset is subsequently measured throughout the lease term at 
the amount of the lease liability (that is, present value of the remaining lease payments), plus unamortized initial 
direct costs, plus (minus) any prepaid (accrued) lease payments, less the unamortized balance of lease incentives 
received. Lease cost for lease payments is recognized on a straight-line basis over the lease term. 
 
Note 3 - Regulatory Requirements 
 
Net Capital Requirements 
The Company is subject to the SEC Uniform Net Capital Rule (Rule 15c3-1) which requires the maintenance of 
minimum net capital. The Company has elected to use the alternative method permitted by the rule, which requires 
that the Company maintain net capital, as defined, equal to the greater of $1,500,000 or 2% of aggregate debit items 
arising from customer transactions, as defined in SEC Rule 15c3-3. At June 30, 2026, the Company had net capital, 
as defined, of $125,232,645 which was $114,879,691 in excess of its required net capital of $10,352,954. The 
Company is also subject to the net capital requirements of the CFTC Regulation 1.17 and requirements of the National 
Futures Association and is required to maintain “adjusted net capital”, as these terms are defined in Rule 15c3-1. 
 
Cash Segregated Under Regulations 
As a registered broker-dealer, the Company is subject to the SEC Customer Protection Rule (“Rule 15c3-3”) under 
the Securities Exchange Act of 1934. The rule requires the deposit of cash and/or qualified securities, as defined, in 
a special reserve account for the exclusive benefit of customers. 
 
As of June 30, 2026, the Company made a computation related to Rule 15c3-3 and was required to maintain a balance 
of $181,466,729 in this account. The Company had segregated assets of $189,062,214 consisting of cash in a demand 
account with a value of $164,112,214 and qualified US treasuries with a value of $24,950,000 as of June 30, 2026. 
On July 1, 2026, there was a cash withdrawal of $3,047,706 as a result of the computation.  
 
As of June 30, 2026, the Company made a computation related to the reserve requirement for Proprietary Accounts 
of Brokers (“PAB”) and was required to maintain a balance of $10,097,382 in this account. The Company had 
segregated cash in a demand account with a value of $11,774,833.  
 
Note 4 – Leases 
 
The Company has obligations as a lessee for office spaces with initial noncancelable terms in excess of one year. The 
Company classified these leases as operating leases. These leases do not contain renewal options. The weighted 
average remaining life of the lease term for these leases was 2 years as of June 30, 2026. 
 
The operating lease asset and lease liability are determined at the commencement date of the lease based on the 
present value of the lease payments. As most of our leases do not provide an implicit rate, the Company used its 
incremental borrowing rate, the rate of interest to borrow on a collateralized basis for a similar term, at the lease 
commencement date. The Company utilized a weighted average discount rate of 5.25% in determining the lease 
liability as of June 30, 2026. 
  
The Company made a policy election to exclude the recognition requirements of ASC 842 to short-term leases, those 
leases with original terms of 12 months or less. Short-term lease payments are recognized in the Statement of 
Operations on a straight-line basis over the lease term.  Certain real estate leases may contain lease and non-lease 
components, such as common area maintenance charges, real estate taxes, and insurance, which are generally 
accounted for separately and are not included in the measurement of the lease liability since they are generally able 
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to be segregated. The Company does not sublease any of its leased properties. There were no sale and leaseback 
transactions, leveraged leases or lease transactions with related parties during the year ended June 30, 2026. 
  
Note 5 - Fair Value Measurements 
 
The Company utilizes various methods to measure the fair value of investments on a recurring basis. US GAAP 
establishes a hierarchy that prioritizes inputs to valuation methods. Fair value is defined as the price that would be 
received to sell an asset or paid to transfer a liability (i.e., the "exit price") in an orderly transaction between market 
participants at the measurement dates. The three level of inputs are: 
 
Level 1 inputs are unadjusted quoted prices for identical assets or liabilities in active markets that the Company has 
the ability to access. 
 
Level 2 inputs are inputs (other than quoted prices included with level 1) that are observable for the asset or liability, 
either directly or indirectly. 
 
Level 3 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. 
 
There were no transfers of securities among levels 1, 2 or 3 during the year ended June 30, 2026. 
 

Total assets
measured at

Level 1 Level 2 Level 3 fair value

Securities owned, at fair value 44,895,651$     -$                      -$                      44,895,651$     
44,895,651$     -$                      -$                      44,895,651$     

 
 
Securities owned at fair value consist of US Treasury T-bills, which are valued at quoted market prices. Accordingly, 
these securities are categorized in level 1 of the fair value hierarchy. 
 
Note 6 – Line Of Credit  

The Company has a secured financing arrangement with the Bank of Montreal (“BMO”) that permits the Company 
to borrow an amount up to $50,000,000, bearing interest at BMO’s defined overnight base rate plus 125bps annually.  
All borrowings are fully secured by securities pledged to the lender and are subject to repayment on demand.  The 
loans have no defined maturity for this arrangement and can be repaid on a demand basis by lender. There was no 
outstanding principal balance at June 30, 2026.  

The Company has a committed unsecured financing arrangement with the Bank of New York (“BONY”) that permits 
the Company to borrow an amount up to $25,000,000, bearing interest at Federal Funds Rate plus 300bps annually.  
All borrowings are unsecured to the lender and are subject to repayment on demand.  The loans have no defined 
maturity for this arrangement and can be repaid on a demand basis by lender. There were several borrowings under 
this arrangement during the year. There was a $25,000,000 outstanding principal balance at June 30, 2026. The 
effective date of this borrowing line is July 7, 2025. 
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Note 7 – Related Party Transaction 

The Company engages in various securities transactions with its affiliates Velocity Capital, LLC  (“Capital”) which 
is ultimately owned by VCT II, LLC. 

At June 30, 2026, assets and liabilities with its affiliates consists of: 

Assets
Securities borrowed $ 7,580,188
Securities borrowed interest receivable 278,224

Total assets $ 7,858,412

Liabilities
Securities loaned  $ 1,410,501
Securities loaned interest payable 952,062
Accrued expenses and other liabilities 12,533

Total liabilities $ 2,375,096
 

As of June 30, 2026, Capital has a trading account with the Company with a credit balance of $1,505,659. 

The Company has recorded receivables from principals of $288,863, payables to principals of $620,298 and a net 
payable to Tor Brokerage, LLC, an affiliate, of $26,525 recorded in Payables to non-customers in the Statement of 
Financial Condition at June 30, 2026.  
 
Note 8 – Collateralized Agreements 

At June 30, 2026, the resell agreements and repurchase agreements are collateralized by U.S. treasury securities. All 
of the securities obtained by the Company under resale agreements have been transferred to others in connection with 
the Company’s financing activities. At June 30, 2026, included in Securities purchased under agreements to resell, 
net and Securities sold under agreements to repurchase, net on the Statement of Financial Condition are accrued 
interest of $812,395,333. In accordance with applicable accounting guidance, there were no eligible items for netting 
under securities borrowed or securities loaned balances. 

The following table presents information about the offsetting of these instruments and related collateral amounts: 
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Gross Amounts Net Amounts
offset in the Presented in the 

Gross Statement of Statement of 
Amounts Financial Financial Available Counterparty

Recognized Condition Condition Collateral * Netting Net Amount
Assets
Securities purchased under 6,693,958,353      (810,352,203)         5,883,606,150           5,844,830,019      -                     38,776,131        
  agreement to resell
  (including accrued interest)
Securities borrowed 1,233,147,379      -                         1,233,147,379           1,200,288,823      -                     32,858,556        

Liabilities
Securities sold under 6,679,980,086      (810,352,203)         5,869,627,883           5,817,911,683      -                     51,716,200        
  agreement to repurchase
  (including accrued interest)
Securities loaned 1,212,509,190      -                         1,212,509,190           1,156,074,213      -                     56,434,977        

Gross Amounts Not Offset in
in the Statement of 
Financial Condition

 

The Company enters into securities borrowed and securities loaned transactions to, among other things, settle other 
securities obligations, accommodate customers’ needs and matched book activities. The Company monitors the fair 
value of the underlying securities as compared with the related receivable or payable, as necessary, requests additional 
collateral as provided under the applicable agreement to ensure such transactions are adequately collateralized.  

All securities borrowed and securities loaned transactions were executed on an overnight or open basis, with rights 
to terminate by either counterparty. At June 30, 2026, the underlying collateral for securities borrowed and securities 
lending transactions were US denominated equities. 

At June 30, 2026, the approximate fair values of collateral received which may be sold or repledged by the Company 
were:  

Fair value of collateral related to securities purchased under agreement to resell $ 6,655,182,222  
Fair value of collateral related to securities borrowed transactions 1,200,288,823
Total $ 7,855,471,045

 

At June 30, 2026, the approximate fair values of the portion of collateral received that were sold or repledged by the 
Company were: 

Fair value of collateral related to securities sold under agreement to repurchase $ 6,628,263,886  
Fair value of collateral related to securities loaned transactions 1,156,074,213
Total $ 7,784,338,099
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Note 9 – Receivables From/Payables To Brokers Or Dealers And Clearing Organizations 

At June 30, 2026, amounts Receivable from and Payable to brokers, dealers, and clearing organizations consisted of 
the following: 

Deposits and margin with brokers and dealers, and clearing organizations $ 83,938,361
Securities failed to deliver 2,375,857
Other 11,599,586

Total $ 97,913,804

Payable to clearing organizations $ 30,759,588
Securities failed to receive 564,320
Other 31,779,815

Total $ 63,103,723
 

Securities failed to deliver, and Securities failed to receive represent the contractual value of securities that have not 
been delivered or received on or after settlement date. All unsettled securities transactions existing at June 30, 2026 
were settled without a material effect on the Company’s Statement of Financial Condition. Cash deposits and cash 
margin with clearing organizations includes approximately $8,167,000 with the FICC, $52,380297 with the NSCC, 
$79,170 with the DTC, $21,989,755 with the OCC, $730,700 with Bank of New York, $1,020,029 with Pershing 
James, and $2,110 with NFA. 

Note 10 – Receivable From/ Payable To Customers 

Amounts receivable from and payable to customers include the contractual value of customer securities that have not 
been delivered or received on or after settlement date. In addition, accounts receivable from and payable to customers 
include amounts due on cash and cash margin transactions. Securities owned by customers are held as collateral for 
receivables.  

Receivable Payable

Settled Cash 349,471,828$     508,071,688$     
Securities failed-to-deliver / receive 10,602,007 45,938
     Total 360,073,835$     508,117,626$     

Customers

 

Note 11 – Risks And Uncertainties 

Credit Risk And Financial Instruments With Off Balance Sheet Risk 
In the normal course of business, the Company executes and settles securities financing activities with securities 
lending counterparties. These securities transactions are on a cash and non-cash basis performed under a master 
securities lending agreement. The Company is exposed to risk of loss on these transactions in the event the 
counterparty or affiliate fails to satisfy its obligations in which case the Company may be required to purchase or sell 
financial instruments at prevailing fair value prices. The Company may from time to time be exposed to concentrated 
credit risk at the industry or geographic level, potentially exposing the company to a single market or political event 

10



Velocity Clearing, LLC  
Notes to Statement of Financial Condition 
June 30, 2026 

 

or correlated set of events. To the extent allowable, the Company has entered into master netting arrangements to 
mitigate credit risk of financial instruments, which has the potential to reduce the Company’s maximum amount of 
loss due to credit risk for its securities lending business. 

The Company’s exposure to credit risk associated with the nonperformance of these securities lending counterparties 
in fulfilling their contractual obligations pursuant to these activities can be directly impacted by volatile trading 
markets which may impair the ability of the securities lending counterparties to satisfy their obligations to the 
Company. 

Customer Activities 
The Company’s customer securities activities are transacted on either a cash or margin basis. In margin transactions, 
the Company extends credit to customers which is collateralized     by cash and/or securities in a customer account. In 
connection with these activities, the Company executes and clears customer transactions involving securities sold, 
not yet purchased. The Company seeks to control risks associated with customer activities by requiring customers 
to maintain margin collateral in compliance with various regulatory, exchange and internal guidelines. The 
Company monitors required margin levels daily, pursuant to such guidelines, the Company requires the customer 
to deposit additional collateral or reduce positions, when necessary. Such transactions may expose the Company    to 
significant off-balance-sheet risk in the event the collateral is not sufficient to cover losses which customers may 
occur. In the event the customer fails to satisfy its obligations, the Company may be required to purchase or sell 
the collateral at prevailing market prices in order to fulfill the customer’s obligations. 
 
Credit Risk 
On January 1, 2020, the Company adopted ASU 2016-13, Financial Instruments – Measurement of Credit 
Losses on Financial instruments, which modified the impairment model for measuring current expected credit 
losses (CECL) for financial assets and certain off-balance sheet items, including securities borrowed transactions, 
receivables from broker dealers and clearing organizations and receivables from customers. The model includes an 
allowance account established to record estimated lifetime expected credit loss, which is deducted from the 
amortized cost basis of the financial asset. The standard requires credit losses and credit loss estimates within the 
allowance account to be recognized on a timely basis, and to be based on historical information, current information, 
and reasonable and supportable forecasts of future events. 
 
The ASU provides elective treatment for financial assets that are eligible for collateral maintenance practical 
expedient. This election may be made when the counterparty is contractually obligated to continue to fully 
replenish the collateral to meet the requirements of the contract and the Company reasonably expects the 
counterparty to continue to replenish the collateral. 
 
Determination of eligibility of financial assets for the collateral maintenance expedient requires consideration 
of credit quality of the assets, and the related need for an allowance for credit losses based on several factors 
including: 1) the daily revaluation of the underlying collateral used to secure the customer’s borrowings and 
collateral, 2) the customer’s continuing ability to meet additional collateral requests based on decreases in the 
market value of the collateral, and 3) its right to sell the securities collateralizing the borrowings, if additional 
collateral requests are not met by the customer or the amounts borrowed are  not returned on demand. 
 
The Company   evaluated   the ASU guidelines and   determined its Receivables from customers and Securities 
borrowed transactions to meet the eligibility requirements         for the elective practical expedient. The Company also 
deemed the credit risk of organizations with which it entered clearing agreements, relating to Receivables from 
broker-dealers and clearing organizations, to be materially low, and establishment of a reserve account for CECL 
to be unnecessary. 
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The Company elected to apply the practical expedient to margin loans and the accrued interest on these loans 
based on the terms of margin agreements with customers. Margin levels are monitored daily and contract 
terms require the customer to deposit additional collateral or reduce positions, when necessary, pursuant to the 
ASU guidelines. In connection with the customer’s continuing ability to meet additional collateral requests, 
contract terms limited the Company’s exposure to the current cost to replace all contracts in which the company 
has a gain. 
 
Securities   borrowed   transactions met the practical expedient requirement based on collateral terms within 
contracts with counterparties. Inherent in the activity, the Company and its counterparties to securities borrowed 
and loaned transactions mark to market the collateral, securing these transactions on a daily basis through DTC. The 
counterparty continually replenishes the collateral securing the transaction in accordance with standard industry 
practice. Based on the above factors, there is no material expected credit loss needed as of June 30, 2026. 
 
These transactions that govern Securities borrowed rebate receivables and Securities loaned rebate payables are 
monitored and reconciled on a daily basis with its counterparties. These rebate receivables and payables are settled 
on a monthly basis with counterparts through DTC and typically settle within 30 days after being accrued. Any 
rebate discrepancies with counterparts are investigated and resolved before settlement is made. Based on the above 
factors, there is no material expected credit loss needed as of June 30, 2026. 
 
Securities borrowed transactions met the practical expedient requirement based on collateral terms within contracts 
with counterparties. The Company maintains collateral from counterparties and continuously monitors the value of 
the securities posted as collateral and obtains additional collateral pursuant to contractual provisions to ensure the 
cash held by the counterparty is fully collateralized. The Company exchanges collateral daily with counterparties 
through a central clearing organization. 
 
Operational Risk 

As a major intermediary in the financial markets, the Company is directly exposed to market risk and credit risk, 
which arise in the normal course of its business activities. Less direct, but of critical importance, are risks pertaining 
to operational and back-office support. This is particularly the case in a rapidly changing and increasingly global 
environment with increasing transaction volumes and an expansion in the number and complexity of products in the 
marketplace. Such risks include but are not limited to: 

· Operational/Settlement Risk — the risk of financial and opportunity loss and legal liability attributable to 
operational problems such as inaccurate pricing of transactions, untimely trade execution, clearance and/or 
settlement, or the inability to process large volumes of transactions. 

· Technological Risk — the risk of loss attributable to technological limitations and hardware failure that 
constrain the Company’s ability to gather, process and communicate information efficiently and securely, 
without interruption, with customers, and in the markets where the Company participates. In addition, the 
Company must continue to address the technological implications that will result from regulatory and market 
changes. 

· Legal/Documentation Risk — the risk of loss attributable to deficiencies in the documentation of transactions 
(such as trade confirmations) and customer relationships (such as master netting agreements), or errors that 
result in noncompliance with applicable legal and regulatory requirements. 

· Financial Control Risk — the risk of loss attributable to limitations in financial systems and controls; strong 
financial systems and controls ensure that assets are safeguarded, that transactions are executed in accordance 
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with management’s authorization, and that financial information utilized by management and communicated to 
external parties, creditors and regulators is free of material errors. 

 
Additional Risks 
Securities Borrowed and Securities Loaned Activities 
Securities borrowed and Securities loaned are recorded at the amount of cash collateral advanced or received. 
Securities borrowed transactions require the Company to deposit cash or similar collateral with the lender. With 
respect to Securities loaned, the Company receives collateral in the form of cash in an amount generally in excess of 
the fair value of securities loaned. Interest on such transactions is accrued and reported as securities borrowed interest 
receivables and securities loaned interest payables.  The market value of securities borrowed, and securities loaned 
are monitored, with additional collateral obtained or returned to ensure full collateralization. The Company applies 
the practical expedient based on collateral maintenance provisions in estimating an allowance for credit losses for 
securities borrowed receivables and securities loaned, respectively. The Company has established policies and 
procedures for mitigating credit risk on securities borrowed and securities loaned transactions, including reviewing 
and establishing limits for credit exposure, maintaining collateral, and continually assessing the creditworthiness of 
counterparties. The Company minimizes credit risk associated with these activities by daily monitoring collateral 
values and requiring additional collateral to be deposited or returned with the Company as permitted under contractual 
provisions. In accordance with Accounting Standard Codification (“ASC”) 860, Transfers and Servicing, when the 
Company acts as the lender in a securities lending agreement and receives securities as collateral that can be pledged 
or sold, it recognizes the amount of collateral received and a corresponding obligation to return such collateral.  

 
Receivables from and Payables to Customers and Non-Customers 
Customer receivables and payables represent amounts due from/to customers, primarily related to margin transactions 
and cash deposits, which are reported net by customer as Receivable from and Payable to customers in the Statement 
of Financial Condition. Non-customer receivables and payables represent amounts due from/to non-customers, 
primarily related to margin transactions and cash deposits, which are reported net by non-customer as Receivable 
from and Payable to non-customers in the Statement of Financial Condition. In consideration of the historical loss-
rate of a singular customer account since inception for this asset class, while considering other current and future 
economic conditions the Company has generally assessed the risk of default from its customers and non-customers 
to be minimal, however a specific allowance for credit losses may be established for certain customers with unsecured 
debits depending on the circumstances. The Company will continue to evaluate the appropriateness of a credit loss 
allowance on this receivable as facts and circumstances may evolve. At June 30, 2026, the Company reviewed its 
receivables from customers for credit losses and no provision was required.  

 
Receivables from and Payables to Broker-Dealers and Clearing Organizations 
The Company’s receivables from/payables to broker and dealers and clearing organizations include amounts 
receivable from unsettled trades, including amounts receivable for securities failed to deliver, securities failed to 
receive, accrued interest receivables/payables and cash deposits. A portion of the Company’s trades and contracts are 
cleared through a clearing organization and an unaffiliated broker-dealer for certain business. This settlement activity 
is settled daily between the clearing organization and unaffiliated clearing broker-dealer and the Company. Due to 
this daily settlement, the amount of unsettled credit exposures is limited to the amount owed the Company for a very 
short period of time. The Company continually reviews the credit quality of its counterparties. The Company 
maintains awareness of the creditworthiness of the clearing organizations and brokers and dealers.  
 
Receivables from locate and introducing services 
The Company’s revenues primarily consist of fees earned from revenue transactions. Substantially all of these 
receivables are accounted for at amortized cost, which generally approximates fair value.  The Company evaluates 
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collectability based upon evaluation of counterparty credit risk, historical losses, current conditions, reasonable and 
supportable forecasts. The Company does not have an allowance for credit loss recorded as of June 30, 2026. 

Litigation 
The nature of the Company’s business subjects it to claims, lawsuits and regulatory examinations and other 
proceedings in the ordinary course of business. As of December 31,    2025 there were no unasserted claims or 
assessment that management is aware of or legal       counsel has advised are probable of assertion and which must be 
disclosed. In the opinion of management, the ultimate outcome of all matters will not have a material impact on the 
Company’s financial condition. 

Note 12 –Commitments And Contingencies 

ASC 460, Guarantees, requires the Company to disclose information about its obligations under certain guarantee 
arrangements. ASC 460 defines guarantees as contracts and indemnification agreements that contingently require a 
guarantor to make payments to the guaranteed party based on changes in an underlying (such as an interest or foreign 
exchange rate, security or commodity price, an index or the occurrence or nonoccurrence of a specified event) related 
to an asset, liability, or equity security of a guaranteed party.  

This guidance also defines guarantees as contracts that contingently require the guarantor to make payments to the 
guaranteed party based on another entity’s failure to perform under an agreement as well as indirect guarantees of the 
indebtedness of others. 

In the normal course of its business, the Company indemnifies and guarantees certain providers, such as clearing and 
custody agents, trustees, and administrators, against specified potential losses in connection with their acting as an 
agent of, or providing services to, the Company or its affiliates.  

The maximum potential amount of future payments that the Company could be required to make under these 
indemnifications cannot be estimated. However, the Company believes that it is unlikely it will have to make material 
payments under these arrangements and has not recorded any contingent liability in the Statement of Financial 
Condition for these indemnifications. The Company provides representations and warranties to counterparties in 
connection with a variety of commercial transactions and may occasionally indemnify them against potential losses 
caused by the breach of those representations and warranties. The Company may also provide standard 
indemnifications to some counterparties to protect them in the event additional taxes are owed or payments are 
withheld, due either to a change in or adverse application of certain tax laws. These indemnifications generally are 
standard contractual terms and are entered into in the normal course of business. The maximum potential amount of 
future payments that the Company could be required to make under these indemnifications cannot be estimated. 
However, the Company believes that it is unlikely it will have to make material payments under these arrangements 
and has not recorded any contingent liability in the Statement of Financial Condition for these indemnifications.  

In the ordinary course of business, from time to time the Company is subject to litigations and arbitrations. As of 
June 30, 2026 the Company is not involved in any significant litigations or arbitrations. 

Note 13 – Segment Reporting 

The Company operates in a single line of business as a securities broker-dealer, which is comprised of several classes 
of services, including principal transactions, agency transactions, securities lending, clearance and execution 
businesses. The Company has identified its Chief Financial Officer as the chief operating decision maker (“CODM”), 
who uses net income to evaluate the results of the business to manage the Company. Additionally, the CODM uses 
excess net capital (see Note 4), which is not a measure of profit and loss, to make operational decisions while 
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maintaining capital adequacy, such as reinvestment of profits to expense services or pay capital withdrawals. The 
Company’s operations constitute a single operating segment and therefore, a single reportable segment, because 
management manages the business activities using information of the Company as a whole.  

Due to the Company operating as a single reportable segment, refer to the primary financial statements for segment 
revenue and significant expense for the year end June 30, 2026. The Company has no single client where it derives a 
significant portion of its revenues in 2026.  

Due to the Company operating as a single reportable segment, refer to the primary financial statements for segment 
assets for the year ended June 30, 2026. 

Note 14 – Subsequent Events 

The Company made the following capital withdrawals paid to VCT of $5,630,000 on July 27, 2026, and $1,000,000 
on August 28, 2026. 

As of the date the financial statements were issued, management has determined that no other subsequent events have 
occurred after June 30, 2026, which require recognition or disclosure in the financial statements. 

*******
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