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OATH OR AFFIRMATION

1, - Eugene M. Sing'e'r , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Blue Capital Securities, Inc.

, as

cof Degémlg_e; 31 ‘ ,20 03 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

/7,
égéﬁhg%

President

: JEFFREY G. GANIZARES - Title
: ﬂ@ Notary I;ubiic‘,CState Of New York .
/ ; ; 0. 01CAS086583
%@> s Qualified In New York County :
ZNotary lic - ' Commsssxon Expnres June 25, 200

This report ** contains (check all apphcable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income’ (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Clalms of Creditors.
. (g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
‘(i) Information Relating to the Possession or Control Requirements Under Rule 15(:_1-3
() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report. -
(n) Areport descnbmo any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**[or conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(2)(3).
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Blue Capital Securities, Inc.

We have audited the accompanying statement of financial condition of Blue
Capital Securities, Inc. (The Company) as of December 31, 2003, and the
related statements of operaticns, changes in stockholder’s equity, changes in
liabilities subordinated to claims of general creditors, and cash flows for
the year then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards reguire that we
rlan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audit provides .a reasonable basis for our opinion.

In our cpinion, the financial statements referred to above present fairly, in
all material respects, the financial position of Blue Capital Securities, Inc.
as of December 31, 2003, and the results of its operations and its cash flows
for the year then ended in conformity with accounting principles generally
accepted in the United States of America. Our audit was conducted for the
purpose of forming an opinion on the basic financial statements taken as a
whole.

The information contained in Schedules I, II and III is presented for purposes
of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the
Securities and Exchange Commission. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

o Lo s 5% o

PUSTORINC, PUGLISI & CO.
New York, New York
January 29, 2004
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BLUE CAPITAL SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

ASSETS

Cash and cash eguivalents S 7,986
Investments, at fair value (Note 2) 552,055
Commissions receivable 23,934
Prepaid expenses 38,429
Office furniture and computer equipment, at cost,

net of accumulated depreciation of $292,007 33,683
Leasehold improvements

net of accumulated amortization of $36,205 22,140
Due from stockholder : 123,980
Other assets ' ] 108,188

Total Assets $ 910,396

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Due to broker S 173,538
Accrued expenses ' 82,987
Taxes payable 5,576
Due to BCS Financial 8,963
Total Liabilities 271,064

Stockholder’'s Equity
Common stock - $.01 par value:

Authorized - 1,000 shares : 1,000
Issued and outstanding - 100 shares .
Additional paid-in capital 1,730,447
Retained deficit (1,092,115)
Total Stockholder’s Equity 639,332
Total Liabilities and Stockholder’s Equity S 910,396

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




BLUE CAPITAL SECURITIES, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2003

Revenue:
Commissions $ 736,670
Investment income 43,638
Other income 32,780
Total Revenue . 813,088

Expenses:
Compensation and related expenses 439,079
Brokerage clearing and exchange fees 31,054
Market development ) . 26,374
Professional fees and temporary services 58,107
Insurance ’ 41,010
Communicationg, postage, printing, and supplies 81,022
Equipment, depreciation, and amortization 138,590
Rent and related expenses 67,871
Other operating expenses 61,833
Total Expenses 944,940
Net Loss $ (131,852)

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




BLUE CAPITAL SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2003

Common
Number Stock Additional Total
of $.01 Par Paid-In Retained Stockholder's
Shares Value Capital Deficit Equity
Balances,
January 1, 2003 1,000 $1 $1,788,447 $ (960,263) S 829,184
Settlement of
intercompany account
receivable due from
BCS Financial
Corporation (58,000) (58,000)
Net loss - {131,852) (131,852)
Balances,
December 31, 2003 1,000 ii $§1,730,447 $(1,092,115) S 639,332

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




BLUE CAPITAL SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2003

Cash Flows From Operating Activities:
Net Loss : $ (131,852)
Adjustments to reconcile net loss to net
cash used in operating activities:

Depreciation and amortization 26,338
Changes in operating assets and liabilities:
Net unrealized loss on investments 7,100
Net losses on sales of investments i 8,397
Increase in prepaid expenses (29,053}
Increase in due to broker 173,538
Net change in other assets and liabilities (131,626)
Net change in amounts due to/from BCS Financial
Corporation C{4,927)
Decrease in commission and fees receivable : 1,950
Net change in income taxes 1,057
Increase in accrued expenses 19,722
Net Cash (Used) by Operating Activities {59,356)

Cash Flows from Investing Activities

Purchase of leasehold improvements (25,160)
Sale or maturity of investments 24,003
Purchase of office furniture and equipment (13,743)

Net Cash Provided by Investing Activities (14,900)

Cash Flows From Financing Activities:

Return of capital to BCS Financial Corporation (58,000)
Net Cash (Used) by Financing Activities {58,000)

Net (decrease) in cash and cash equivalents (132,256)
Cash and cash equivalents, beginning of year 140,242
Cash and cash equivalents, end of year $ 7,986

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




BLUE CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 1 - Significant Accounting Policies:

Blue Capital Securities, Inc. (the Company) is a registered securities broker
and dealer under the Securities Exchange act of 1934, with membership in the
National Association of Securities Dealers, Inc., and the Securities Investor
Protection Corporation

The Company acts as an introducing broker, and all transactions for its
customers are cleared through and carried by Bear, Stearmns & Co., Inc. on a
fully disclosed basis. Accordingly, open customer transactions are not
reported in the accompanying statement of financial condition.

Investments:

Investments are carried at fair wvalue. Fair value is determined using
independent pricing sources. Interest income is recognized as income when
earned. Realized gains and losses on investments are determined on a specific
identification basis, and along with unrealized gains and losses, are credited
or charged to income. Transactions in securities owned and the related
revenues and expenses are recorded on a trade-date basis.

Depreciation and Amortization:

Depreciation and amortization of property and eguipment is provided for by the
double-declining balance method over the estimated useful lives of the
respective assets.

Cash and Cash Eguivalents:

For purposes of the statement of cash flows, the Company considers all highly
liquid debt instruments purchased with an original maturity of three months or
less to be cash equivalents.

Commissions:

Commissions are recognized as income when earned by the Company.

Revenue Recognition:

The Company recognizes commissions as earned on a settlement date basis.

Use of Estimates:

The preparatiocn of financial statements in conformity with generally accepted
accounting principles in the United States 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 amounts of revenues and expenses
during the reporting period. Actual results may differ from those estimates.




BLUE CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003

Note 2 ~ Investments:

The Company’s investments are summarized as follows:

Cost: or
Amortized Fair

Fixed maturities less than five years: Cost Value
U.S. Treasury and agencies S 97,400 $104,600
Corporate securities 25,618 27,590

Subtotal : R 123,018 132,190
Fixed maturities greater than five
years:
U.S. Treasury and agencies 237,379 255,660
Corporate securities 154,040 164,205

Subtotal 391,419 419,865

Total Investments $514,437 $§552, 055

Investment income consists of the following:

Interest and dividends $59,135
Unrealized losses 7,100
Realized losses 8,397

$43,638

Note 3 - Net Capital Requirements:

The Company is subject to the SEC Uniform Net Capital Rule (rule 15c¢3-1) which
reqguires the maintenance of a minimum net capital, as defined, of the greater
of $100,000 or one-fifteenth of aggregate indebtedness, as defined. As of
December 31, 2003, the Company had net capital of $288,429 which exceeded its
requirement by $188,42%. Additionally, the Company must maintain a ratio of
aggregate indebtedness to net capital of 15:1 or less. As of December 31,
2003 this ratio was .94:1.

Note 4 - Corporate Income Taxes:

The Company has net operating carryforward losses available of approximately
$130,000 to offset future taxable income.




SCHEDULR 1
BLUE CAPITAL SECURITIES, INC.
COMPUTATION OF NET CAPITAL
DECEMBER 31, 2003

Total stockholder’s equity from statement of

financial condition $639,332
Less:
Non-allowable assets, as follows:
Accounts receivable $202,754
Petty Cash . 45
Prepaid expenses 38,429
Property and equipment, net 81,937 323,165
Haircuts on government securities 27,738

Undue concentration on government securities -

Net Capital ' $288,429

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
DECEMBER 31, 2003

Minimum net capital required $100,000

Minimum dollar net capital requirement based on

one-fifteenth of aggregate indebtedness ~$ 18,070
Net capital requirement (greater of the above) $100,000
Excess net capital $188,429
Exce;s net capital at 1000% ] | , $261,322

COMPUTATION OF AGGREGATE INDEBTEDNESS
DECEMBER 31, 2003

Total A.I. liabilities from statement
of financial condition $271,064

Ratio of aggregate indebtedness to net capital

k




SCHEDULE II

BLUE CAPITAL SECURITIES, INC.
EXEMPTION PROVISION UNDER RULE 15¢3-3
DECEMBER 31, 2003

An exemption from Rule 15¢3-3 is claimed based on exemptiqn (k) (2) (1) .

SCHEDULE III

RECONCILIATION OF NET CAPITAL (RULE 15c¢3-1)
PURSUANT TO RULE 17a-5(d) (4)
DECEMBER 31, 2003

There were no reconciling items from the Focus Part II as amended, filed for
the quarter ended December 31, 2003.
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Board of Directors
Blue Capital Securities, Inc.

In planning and performing our audit of the consolidated financial statements
and supplemental schedules of Blue Capital Securities, Inc. (the Company), for
the year ended December 31, 2003, we considered its internal control,
including control activities for safeguarding securities, in order to
determine our auditing procedures for the purpose of expressing our opinion on
the consolidated financial statements and not to provide assurance on internal
control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange
Commission (SEC), we have made a study of the practices and procedures
followed by the Company including tests of such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g) in making the
periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a) (11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to
customer securities, we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and
comparisons ‘

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under

Section 8 of Federal Reserve Regulation T of the Board of Governors of
the Federal Reserve System

The management of the Company is responsible for establishing and maintaining
internal control and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition
and that transactions are executed in accordance with management's authorization
and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding
paragraph.




Because of inherent limitations in internal control or the practices and
procedures referred to above, error or fraud may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to the
risk that they may become inadeguate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all
matters in internal control that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level
the risk that error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned
functions. However, we noted no matters involving internal control, including
control activities for safeguarding securities, that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives
referred to in the zecond paragraph of this report are considered by the SEC
to be adequate for its purposes in accordance with the Securities Exchange Act
of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company's practices and procedures were adequate at December
31, 2003, to meet the SEC's cbjectives.

This report is intended solely for the information and use of the Board of
Directors, management, the SEC, the National Association of Securities
Dealers, and other regulatory agencies that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than
these specified parties.

DM

&
PUSTORINO, PUGLISI & CO., LLP
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