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OATH OR AFFIRMATION

I, John E. Lekas , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and sopporting schedules pertaining to the firm of
Leader Capital Corporation ., as

of Jupne 30, ,2008 , are trae and correct. I ferther swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classificd solely as that of a customer, except as follows:

NONE
A
OFFICIAL SEAL : (
WENDY MC GUIRE . -
NOTARY PUBLIC - OREGON
COMMISSION NO. 426267
MY COMMISSION EXPIRES MAY 3, 2012 resident

Title

"~

Th:sreport“conmms(mckaﬂnpplmhlcboxs):

B (2) Facing Page.

H @) SmtmmtomemaalCondlm

E (c) Slxtunentof!me(boss)

(d) Statemerit of ERBEESTIREG @iXCash Flows.

l (© Smtmmtofamngesmsmckhnldﬁs Equity or Partners® ar Sole Proprictors® Capital.

O m Statemnent of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

O @ Compautation for Determination of Reserve Requirements Pursnant to Rule lSc3-3

0O Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

Bl () A Reconciliation, incluoding 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 Role 15¢3-3.

0 (k) AReconciliation between the audited and unandited Statements of Financial Condition with respect to methods of
consolidation.

El () Axn Oath or Affirmation.

U (m) A copy of the SIPC Supplemental Report.

X (m) Ampmtdmuibmgmymhmlnndequmaﬁmdbaﬂm&uﬂﬁhmmmdmﬁcdamﬁ&mm

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DUNLEAVY & COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
13116 SOUTH WESTERN AVENUE
BLUE ISLAND, ILLINOIS 60406

(708) 489-1680
Fax: (708) 489-1717

INDEPENDENT AUDITORS' REPORT

Board of Directors
Leader Capital Corporation

We have audited the accompanying statement of financial condition of Leader Capital
Corporation as of June 30, 2008 that you are filing pursuant to rule 17a-5 under the Securities
and Exchange Act of 1934. This financial statement is the responsibility of the Company's
management, Qur responsibility is to express an opinion on this financial statement based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to attain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. 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 opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Leader Capital Corporation as of June 30, 2008, in
conformity with accounting principles generally accepted in the United States of America.

Doty /2

DUNLEAVY & COMPANY,P.C.
Certified Public Accountants

Blue Island, Illinois
July 31, 2008




LEADER CAPITAL CORPORATION

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2008

ASSETS

Cash and cash equivalents

Investment advisory fees receivable

Receivable from broker/dealers

Office furniture, equipment, software and
automobile (net of accumulated
depreciation of $68,339)

Leasehold Improvements (net of accumulated
amortization of $§3,869)

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Accounts payable and accrued expenses
Commissions payable
Note payable
Capital lease obligation

Total Liabilities

SHAREHOLDERS' EQUITY
Common stock, no par value; authorized
1,000 shares; issued and outstanding
100 shares
Additional paid-in capital
Retained earnings

Total Shareholders' Equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$ 120,951
55,027
- 24,881

78,715

9,723
21,093

$ 310,390

$ 88,495
19,637
22,869

16,123

S 147,124

$ 1,000
286,233
(123,967)

$ 163,266

310,390

The accompanying notes are an integral part of this financial statement.



LEADER CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Organization - The Company was incorporated in the state of Oregon on June
27, 2001. The Company is registered as a broker/dealer and an investment
advisor with the Securities and Exchange Commission and is a member of the
Financial Industry Regulatory Authority (FINRA), formerly known as the
National Association of Securities Dealers, Inc. (NASD). The Company's
principal business activities are the sale of securities and providing investment
advice.

Securities Transactions - Commission revenue and the related expense arising
from securities transactions are recognized on a trade date basis, which is the
same business day as the transaction date.

Cash Equivalents - Cash equivalents are defined as certificates of deposit and
U.S. government obligations with a maturity date of less than 90 days when
originally purchased by the Company and those securities registered under the
Investment Company Act of 1940 which are comprised of cash and other short-
term debt instruments and are commonly referred to as "money market funds."

Concentration of Risk - The Company’s cash is on deposit at one financial
institution and the balance at times may exceed the federally insured limit. Due
to the strong credit rating of this financial institution, the Company believes it is
not exposed to any significant credit risk to cash.

Estimates - The preparation of financial statements in conformity with generally
accepted accounting principles 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 could differ from those estimates.

Office Fumiture, Equipment, Software and Automobile - Depreciation is
provided using the straight-line method over three, five and seven year periods.

Leasehold Improvements - Amortization is provided using the straight-line
method over the life of the lease.



LEADER CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 2 - S CORPORATION ELECTION

The Company has elected S Corporation status and, therefore, income taxes are
the responsibility of the individual shareholder of the Company. In addition,
the Company has a December 31¥ year end for federal income tax filing

purposes.

NOTE 3 - NET CAPITAL REQUIREMENTS

As a registered broker/dealer and member of the Financial Industry Regulatory
Authority, the Company is subject to the Uniform Net Capital Rule, which
requires the maintenance of minimum net capital and requires that the ratio of
aggregated indebtedness to net capital, both as defined, shall not exceed 1500%.
At June 30, 2008 the Company's net capital and required net capital were
$53,735 and $9,808 respectively. The ratio of aggregate indebtedness to net
capital was 274%.

NOTE 4 - CONCENTRATION OF REVENUE

During the eighteen months ended June 30, 2008, the Company eamed
commission revenue totaling $268,874 from one customer. This accounted for
35% of the commission revenue as stated on the statement of income.

During the same period, the Company eamed $580,580 or 98% of its
investment advisory fees from an affiliated entity (See Note 5).

NOTE 5 - RELATED PARTY TRANSACTIONS

Through common management the Company is affiliated Leader Short-Term
Bond Fund (the Fund). In addition, the Company is the investment advisor for
the Fund. Pursuant to terms of a written investment advisory agreement, during



LEADER CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 5 - RELATED PARTY TRANSACTIONS - (Continued)

the eighteen months ended June 30, 2008, the Company earned investment
advisory fees totaling $580,580 and of that amount, $55,027 was receivable at
June 30, 2008.

In addition, pursuant to additional terms of the investment advisory agreement,
the Company has paid expenses on behalf of the Fund totaling $102,489 and has
received reimbursements totaling $43,299 from the Fund for the expenses paid.
These amounts have been combined and the net of $59,190 has been included in
other expenses on the statement of income.

NOTE 6 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENTS

The Company’s customers may sell securities that they do not currently own
(short sales) and will therefore be obligated to purchase such securities at a
future date. These transactions may be subject to varying degrees of market and
credit risk. However, since the Company enters into the transactions solely for
the benefit of its customers, the Company does not bear any of the credit or
market risk of those customers, with the exception of the risk to the Company
should its customers fail to honor their obligations related to these off-balance
sheet financial instruments, as mentioned below.

In order to facilitate the foregoing activity as well as other securities
transactions on behalf of its customers, the Company has entered into an
agreement with another broker/dealer (Initial Broker/dealer) whereby the
Company forwards (introduces) customer securities transactions to the Initial
Broker/dealer, fully disclosing the customer name and other information. The
Initial Broker/dealer then forwards those transactions to another broker/dealer
(Clearing Broker/dealer) for execution. This type of clearing arrangement is
commonly known as a “third party clearing agreement” or a “piggyback
arrangement”. The processing and, if applicable, any financing pertaining to
the introduced securities transactions is performed by the Clearing
Broker/dealer. The customer account is therefore maintained and recorded in
the books and records of the Clearing Broker/dealer on the Company’s behalf.
In consideration for introducing customers’ transactions, the Company receives



LEADER CAPITAL CORPORATION
NOTES TO FINANCIAE STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 6 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENTS - (Continued)

commissions and other consideration, less the processing and other charges of
the Initial Broker/dealer and the Clearing Broker/dealer. According to the terms
of the agreement, the Company may not enter into any other clearing
agreements without written consent of the Initial Broker/dealer. The Company
is also subject to a $2,500 minimum monthly charge by the Initial
Broker/dealer. The agreement automatically renews for successive one-year
terms and may be terminated by either the Company or the Initial Broker/dealer
with a 90 day prior written notification. Additional terms of the agreement
require the Company to maintain a $50,000 deposit with the Clearing
Broker/Dealer to assure the Company's performance under the agreement.

As part of the terms of this agreement, the Company is held responsible for any
losses arising when the customers introduced by the Company to the Clearing
Broker/dealer through the Initial Broker/dealer fail to meet their contractual
commitments pertaining to the purchase, sale and possible financing of
securities transactions. The Company may therefore be exposed to off-balance-
sheet risk in the event the customer is unable to fulfill its contracted obligations
and it is necessary for the Clearing Broker/dealer to purchase or sell the
securities at a loss. The Company’s exposure to risk would consist of the
amount of the loss realized on the purchase or sale and any additional expenses
incurred pertaining to the transaction or other customer activity.

NOTE 7 - LEASE COMMITMENTS

Operating Leases - The Company leases office space at two locations. One
lease agreement is for the Company’s main office and expires April 30, 2009.
The minimum annual rentals under this noncancellable operating lease,
exclusive of additional payments that may be required for certain increases in
operating and maintenance costs, for the year ending June 30, 2009 are $35,000.
The Company incurred expenses totaling $111,311 relating to this lease during
the 18 months ended June 30, 2008. The second lease is for off-site storage and
has month to month terms. Total expenditures relating to this lease were $7,131
for the 18 months ended June 30, 2008.




LEADER CAPITAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 7 - LEASE COMMITMENTS - (Continued)

Capital Lease - The Company leases a copier under an agreement that is
classified as a capital lease. The fair market value of the copier at the lease
inception was $18,603 and is included with office equipment on the statement
of financial condition. Depreciation for the period ended June 30, 2008 for this
asset was $2,480. The future minimum lease payments under the capital lease
are as follows:

Year Ending
June 30

2009 $ 5,028

2010 5,028

2011 5,028

2012 5,028

2015 1,243
Total minimum lease payments $ 21,355
Less the amount representing interest (5.232)

Capital lease obligation at June 30,2008  $ 16,123

NOTE 8 - NOTE PAYABLE

The Company has entered into a loan agreement, secured by an automobile,
which is to be paid in equal monthly installments of $1,363 over a three year
period, bears an interest rate of 1.9% and is due to expire November 8, 2009.
The outstanding balance at June 30, 2008 is $22,869 and interest of $705 was
paid during the period ended June 30, 2008. Minimum monthly payments
for the year ending June 30, 2009 total $16,356 and $6,815 for the year
ending June 30, 2010.

NOTE 9 - PRIOR PERIOD ADJUSTMENT

Retained earnings at the beginning of the audit period has been adjusted to
correct for transactions in an error account that occurred during the 2006
calendar year but were not booked until after December 31, 2006. Had the error



LEADER CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

EIGHTEEN MONTHS ENDED JUNE 30, 2008

NOTE 9 - PRIOR PERIOD ADJUSTMENT - (Continued)

not been made, net income for the year ended December 31, 2006 would have
been increased by $55,512. Because the Company had elected S Corp status for
federal income tax purposes, the error had no income tax effect for the year
ended December 31, 2006.



