STATEMENT OF FINANCIAL CONDITION

Valley Financial Management Inc.

(A Wholly Owned Subsidiary of Valley National Bank)

Year Ended December 31, 2022

With Report of Independent Registered Public Accounting Firm



OMB APPROVAL

OMB Number: 3235-0123

UNITED STATES Expires: Oct. 31, 2023
SECURITIES AND EXCHANGE COMMISSION stimated average burden
. ours per response: 12
Washington, D.C. 20549
SEC FILE NUMBER
ANNUAL REPORTSFORM X-17A-5 PART IlI
8-52993

FACING PAGE

Information Required Pursuant to Rules 17a-5, 17a-12, and 18a-7 under the Securities Exchange Act of
1934

FILING FOR THE PERIOD BEGINNING 01/01/2022 AND ENDING 12/31/2022
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose reports are contained in this filing*
CohnReznick LLP

(Name —if individual, state last, first, and middle name)

1301 Avenue of the Americas, 7*" Floor New York NY 10019
(Address) (City) (State) (Zip Code)
10/14/2003 #596
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USE ONLY

* Claims dfor exemption from the requirement that the annual reports be covered by the reports of an
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as the basis of the exemption. See 17CFR 240.17a-5(e)(1)(ii), if applicable.
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AFFIRMATION

I, Joseph Colleran, swear (or affirm) that, to the best of my knowledge and belief, the financial
report pertaining to the firm of Valley Financial Management Inc, as of December 31, 2022,
is true and correct. | further swear (or affirm) that neither the company nor any partner, officer,
director, or equivalent person, as the case may be, has any proprietary interest in any account
classified solely as that of a customer.”

Kevin Madrigal
Notary Publle - Statengf’Ne\vYag
No. 01MA6382069
Qua'liﬁed in Bronx "
My Commission Expires November 05, 2026 President

Joseph Colleran

My Commission Expires

T Norrber 5202

Notary Public

This filing** contains (check all applicable boxes):

XI (a) Statement of financial condition.

XI (b) Notes to consolidated statement of financial condition.

(c) Statement of income (loss) or, if there is other comprehensive income in the period(s)
presented, a statement ofcomprehensive income (as defined in § 210.1-02 of Regulation S-X).

(d) Statement of cash flows.

(e) Statement of changes in stockholders’ or partners’ or sole proprietor’s equity.

(f) Statement of changes in liabilities subordinated to claims of creditors.

(g) Notes to consolidated financial statements.

(h) Computation of net capital under 17 CFR 240.15¢3-1 or 17 CFR 240.18a-1, as applicable.
(i) Computation of tangible net worth under 17 CFR 240.18a-2.

(j) Computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR
0.15¢3-3.

[] (k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit B to
17 CFR 240.15¢3-3 or Exhibit A to 17 CFR 240.18a-4, as applicable.

[] (1)) Computation for Determination of PAB Requirements under Exhibit A to § 240.15¢3-3.

[] (m) information relating to possession or control requirements for customers under 17 CFR 240.15¢3-3.

[] (n) Information relating to possession or control requirements for security-based swap
customers under 17 CFR 240.15¢3-3(p)(2) or 17 CFR 240.18a-4, as applicable.

[] (o) Reconciliations, including appropriate explanations, of the FOCUS Report with computation of net
capital or tangible net worth under 17 CFR 240.15¢3-1, 17 CFR 240.18a-1, or 17 CFR 240.18a-2, as applicable, and
the reserve requirements under 17CFR 240.15¢3-3 or 17 CFR 240.18a-4, as applicable, if material differences
exist, or a statement that no material differences exist.

] (p) Summary of financial data for subsidiaries not consolidated in the statement of financial condition.

|Z (g) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 240.17a-12, or 17 CFR 240.18a-7, as

applicable.

I:] (r) Compliance report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

[] (s) Exemption report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.
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X] (t) Independent public accountant’s report based on an examination of the statement of financial condition.

[] (u) Independent public accountant’s report based on an examination of the financial report or financial
statements under 17CFR 240.17a-5, 17 CFR 240.18a-7, or 17 CFR 240.17a-12, as applicable.

[ ] (v) Independent public accountant’s report based on an examination of certain statements in the compliance
report under 17CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

[] (w)Independent public accountant’s report based on a review of the exemption report under 17 CFR
240.17a-5 or 17CFR 240.18a-7, as applicable.

[ ] (x)Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.15c3-1e or 17
CFR 240.17a-12,as applicable.

[ ] (y) Report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit, ora statement that no material inadequacies exist, under 17 CFR 240.17a-12(k).

|:| (z) Other:

**To request confidential treatment of certain portions of this filing, see 17 CFR 240.17a-5(e)(3) or 17 CFR
240.18a-7(d)(2), as applicable.



CohnReznick LLP COhnRezniCk@

cohnreznick.com ADVISORY *+ ASSURANCE * TAX

Report of Independent Regqistered Public Accounting Firm

To the Board of Directors and Shareholder
of Valley Financial Management, Inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Valley Financial Management,
Inc. (the “Company”) as of December 31, 2022, and the related notes (collectively referred to as the
“financial statement”). In our opinion, the financial statement presents fairly, in all material respects, the
financial position of the Company as of December 31, 2022, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the entity’s management. Our responsibility is to express
an opinion on this 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 the Company 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 statement. 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 statement.
We believe that our audit provides a reasonable basis for our opinion.

We have served as the Company's auditor since 2019.

New York, New York
February 22, 2023



Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Statement of Financial Condition
As of December 31, 2022

Assets

Cash $ 498,929
Deposit with clearing organization 100,000
Investment in debt securities - at fair value 3,282,133
Receivable from clearing organization 1,172,827
Money market investment 6,851,799
Accounts receivable 1,206,548
Deferred tax assets 179,508
Other assets 74,584
Total assets $ 13,366,328
Liabilities and shareholder's equity

Liabilities:

Payable to Parent, net $ 1,067,163
Salaries and wages payable 595,758
Accounts payable 275,323
Total liabilities 1,938,244
Shareholder's equity:

Common stock, $1 par value; authorized, 100 shares, 10

shares issued and outstanding 10
Additional paid-in capital 3,115,537
Retained earnings 8,312,537
Total shareholder's equity 11,428,084
Total liabilities and shareholder's equity $ 13,366,328

See accompanying notes.
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Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Notes to Financial Statements
December 31, 2022

1. Organization and Summary of Significant Accounting Policies

Valley Financial Management Inc. (*VFM” or the “Company”) is a wholly owned subsidiary of
Valley National Bank (“VNB” or the “Parent”), which is a wholly owned subsidiary of Valley
National Bancorp (“WNB Corp.”). The Company is a registered broker-dealer and investment
advisor with the Securities and Exchange Commission (“SEC”) and is a member of the Financial
Industry Regulatory Authority (“FINRA”). The Company provides brokerage and advisory services
to customers.

On April 1, 2022, the merger between Valley National Bancorp and Bank Leumi Le-Israel
Corporation (“BLL Corp.”) closed, resulting in the current organizational structure.

The merger was announced in September 2021 and approved by FINRA in January 2022. Upon
closing of the merger, Leumi Investment Services Inc. (“LISI”) rebranded to Valley Financial
Management Inc. LIS| was a wholly owned subsidiary of Bank Leumi USA (“BLUSA”), which was
a wholly owned subsidiary of BLL Corp. BLUSA merged into Valley National Bank.

The Company clears all of its securities through a third-party broker-dealer on a fully disclosed
basis. As such, the Company is exempt from the provisions of SEC Rule 15¢3-3 (the “Customer
Protection Rule”) under the Securities and Exchange Act of 1934.

The following is a summary of significant accounting policies:
Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America (“‘U.S. GAAP”) requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amount
of revenues and expenses during the reporting period in the accompanying financial statements.
Such estimates include valuation, the useful lives of equipment and leasehold improvements, and
realization of deferred tax assets. Actual results could differ from such estimates.

Credit losses are estimated based on historical loss information. No historical losses occurred or
were expected to occur; therefore, no allowance for credit losses is necessary.

Investment in Debt Securities - at Fair Value

Investment in debt securities, which are held for investment purposes, consist of U.S. Government
Treasury Notes and are stated at fair value.

VFM monitors its debt securities portfolio for impairment. Impairment can result from either credit
deterioration of the issuer or from changes in market rates relative to the interest rate of the
instrument. VFM considers many factors in determining whether the impairment is other-than-
temporary including, but not limited to, the length of time the debt securities have had a market
value less than the cost basis, the severity of the unrealized loss, VFM'’s intent and ability to hold
the security for a period of time sufficient for a recovery in value, recent events specific to the
issuer or industry including the issuer’s financial condition and current ability to make future

(Confidential Pursuant to Rule 17a-5(e)(3))



Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Notes to Financial Statements
December 31, 2022

payments in a timely manner and external credit ratings. VFM has not recorded any other-than-
temporary impairment for the year ending December 31, 2022.

Receivable from Clearing Organization

Receivable from clearing organization consists of cash balances held at a third party clearing
broker-dealer.

Money Market Investment

Money market investment consists of readily convertible interest-earning money market assets
held at a third party clearing broker-dealer.

Loans, Other Assets at Fair Value

The Company elected the fair value option for its loans recorded in other assets at fair value. The
loans were repaid and the balance in this account was $0 as of December 31, 2022.

Payable to Parent, Net

Payable to Parent, net consists of obligations due to Valley National Bank. The Company settles
these payables on a net basis.

2. Net Capital and Other Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital, as defined, equal to the greater of $250,000 or 6-2/3% of
total aggregate indebtedness. At December 31, 2022, the Company had net capital of $9,796,344,
which was $9,546,344 in excess of the minimum requirement. The Company’s ratio of aggregate
indebtedness to net capital was 20.

The Company has entered into a written agreement with its clearing firm which requires the
clearing firm to perform a “Proprietary Accounts of Brokers-Dealers (“PAB”) reserve computation”
with regard to all the assets of the Company held by the respective clearing firm. Consequently,
the assets of the Company held at the clearing firm are treated as allowable assets for purposes
of the Company’s net capital computation.

3. Income Taxes

Income taxes are provided for using the asset and liability method under which deferred tax assets
and liabilities are recognized for temporary differences between the financial reporting and tax
bases of assets and liabilities. VFM reports interest expense related to income tax matters and
income tax penalties in income tax expense. For federal and state and local purposes, VFM is
included in the consolidated tax return filed by the Parent. Pursuant to the tax sharing agreement,
and in accordance with Accounting Standards Codification (“ASC”) 740, Income Taxes, VFM
computes its federal tax liability on a separate company basis. The corresponding income tax
payable (or receivable) is presented as a due to (or from) the Parent. State and local income tax
returns are prepared on a separate-return basis in tax jurisdictions where separate filing is
required.

The difference between VFM'’s statutory tax rate and effective tax rate primarily relates to state
and local income taxes, net of the federal benefit.

(Confidential Pursuant to Rule 17a-5(e)(3))



Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Notes to Financial Statements
December 31, 2022

During the year ended December 31, 2022, there were no interest or penalties recorded through
the income tax accounts.

Deferred Income Taxes

VFM calculates its deferred income taxes based on the temporary differences between the
financial reporting and tax bases of assets and liabilities using enacted tax laws and tax rates that
will be in effect when such differences are expected to reverse. A valuation allowance is
established to reduce all or a portion of the deferred tax asset to the amount that more likely than
not will be realized.

As of December 31, 2022, VFM had a gross and net deferred tax asset of $179,508. The deferred
tax asset relates to differences in the underlying basis for financial reporting and tax purposes.
VFM did not record a valuation allowance for deferred tax assets as of December 31, 2022, as it
is more likely than not that the asset will be realized.

4. Related-Party Transactions
VFM did not execute any dividends in 2022.

The Company has cash of $498,929 held in interest-free checking accounts with the Parent as of
December 31, 2022.

Pursuant to a service agreement, the Parent provides certain operating and other administrative
support facilities and services to the Company. Such facilities and services include treasury
management and operation, use of office space, payroll, accounting, and other administration.

As of the year ended December 31, 2022, the Company had a payable to the Parent of
$1,067,163. The Company pays the payable to the Parent on a periodic basis.

In 2022, other assets at fair value of $667,119 were settled with the Parent through the payable
to Parent account.

5. Financial Instruments with Off-Balance Sheet Credit Risk and Concentration of Credit
Risk

The Company applies the provisions of ASC 460, Guarantees, which provides accounting and
disclosure requirements for certain guarantees. In the normal course of business, the Company’s
clearing broker is exposed to risk of loss on customer transactions in the event of a customer’s
inability to meet the terms of its contracts, because the clearing broker may have to purchase or
sell securities at prevailing market prices in order to fulfill the customer’s obligations. The
Company has guaranteed to indemnify the clearing broker for losses that the clearing broker may
sustain from the customer accounts introduced by the Company. The Company’s liability under
these arrangements is not quantifiable. However, the potential for the Company to be required to
make payments under this agreement is remote. Accordingly, no guarantee liability is carried on
the statement of financial condition for these transactions. As of December 31, 2022, there were
no amounts owed to the clearing broker by these customers.

The Company utilizes the services of a clearing broker for the settlement of its introduced
customers’ securities transactions. These activities may expose the Company to risk of loss in
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Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Notes to Financial Statements
December 31, 2022

the event that the clearing brokers are unable to fulfill the terms of the contracts. The Company’s
liability under these arrangements is not quantifiable.

The Company maintains cash and cash equivalent balances at multiple financial institutions. At
times, the amount on deposit at these institutions may exceed amounts covered by insurance
provided by the U.S. Federal Deposit Insurance Corporation (“FDIC”) and the Securities Investor
Protection Corporation (“SIPC”). The Company has not experienced any losses related to
amounts in excess of FDIC and SIPC limits.

6. Commitments and Contingencies

The Company is subject to certain legal actions which arise out of the normal course of business.
Management believes that the resolution of any litigation or investigation will not have a material
adverse effect on the financial condition or results of operations of the Company.

7. Fair Value of Financial Instruments

Accounting standards define fair value as 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 measurement
date (an exit price). Fair value is a market-based measurement that should be determined based
on the assumptions market participants would use in pricing the asset or liability. As a basis for
considering market participant assumptions in fair value measurements, a fair value hierarchy
distinguishes between (1) market participant assumptions developed based on market data
obtained from sources independent of the reporting entity (observable inputs) and (2) the
reporting entity's own assumptions about market participant assumptions developed based on
the best information available in the circumstances (unobservable inputs). Valuation techniques
used to measure fair value shall maximize the use of observable inputs and minimize the use of
unobservable inputs.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels, as follows:

Level 1: Quoted prices for identical instruments in active markets.

Level 2: Quoted process for similar instruments in active markets; quoted prices for
identical or similar products in markets that are not active; and model derived valuations
in which all significant inputs and significant value drivers are observable in active markets.

Level 3: Model derived valuations in which one or more significant inputs or significant
value drivers are unobservable.

As of December 31, 2022, money market investments totaled $6,851,799. Money market
investments are classified as Level 1 in the fair valuation hierarchy.

VFM’s debt securities portfolio consists of U.S. Government Treasury Notes, which have been
recorded at fair value. These securities are classified as Level 1 in the fair valuation hierarchy.
The fair value of the portfolio of debt securities totaled $3,282,133 as of December 31, 2022.

(Confidential Pursuant to Rule 17a-5(e)(3))



Valley Financial Management Inc.
(A Wholly Owned Subsidiary of Valley National Bank)
Notes to Financial Statements
December 31, 2022

8. Subsequent Events

Management has evaluated whether events or transactions have occurred after December 31,
2022, that would require recognition or disclosure in these financial statements through
February 22, 2023, the date of issuance of these financial statements. Accordingly, management
has determined that there were no subsequent events that require adjustment to, or disclosure
in, the financial statements.

(Confidential Pursuant to Rule 17a-5(e)(3))



