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OATH OR AFFIRMATION

Sima Griffith swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Aethion Capital LLC as

of December 31 20 10 are true and correct 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 customer except as follows

Sig aturejJ

This report contains check all applicable boxes
II Facing Page

Statement of Financial Condition

EI Statement of Income Loss
lJ Statement of CASH FLOWS
IJ Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

El Statement of Changes in Liabilities Subordinated to Claims of Creditors

I1 Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

El Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3
El Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

II An Oath or Affirmation

El copy of the SIPC Supplemental Report
El report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Forconditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3
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BAKER TILLY

VIRCHOW KRAUSE LLP

Baker
Tilly

Virchow Krause LLP

225 Sixth St Ste 2300

Minneapolis MN 55402-4661

tel 612 876 4500

fax 612 238 8900

INDEPENDENT AUDITORS REPORT bakertilly.com

Board of Governors

Aethlon Capital LLC

Minneapolis Minnesota

We have audited the accompanying statements of financial condition of Aethion Capital LLC limited liability

company as of December 31 2010 and 2009 and the related statements of operations members equity and

cash flows for the years then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act

of 1934 These financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audits

We conducted our audits in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on 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 audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Aethlon Capital LLC as of December 31 2010 and 2009 and the results of its operations and its

cash flows for the years then ended in conformity with accounting principles generally accepted in the United

States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The supplemental information contained in the schedule presented on page 10 is presented for purposes

of additional analysis and is not required part of the basic financial statements but is supplementary

information required by Rule 17a-5 under the Securities Exchange Act of 1934 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 whole

fL1 vh Vo/z
Minneapolis Minnesota

February 17 2011

of

Page
BAKER TILLY
INTERNATIONAL

LT-00804004



AETHLON CAPITAL LLC

STATEMENTS OF FINANCIAL CONDITION
December 31 2010 and 2009

ASSETS

2010 2009

CASH AND CASH EQUIVALENTS 1820 183692

MARKETABLE SECURITIES 18611 14814

COMMISSIONS RECEIVABLE 807

RENT RECEIVABLE 2100

PREPAID EXPENSES 3365 10613

EQUIPMENT AND FURNITURE NET 4702 7729

INTANGIBLES NET 650 5.619

TOTAL ASSETS 29.148 225374

LIABILITIES AND MEMBERS EQUITY

ACCRUED EXPENSES 18572 1301

MEMBERS EQUITY 10576 224073

TOTAL LIABILITIES AND MEMBERS EQUITY 29148 225.374

See accompanying notes to financial statements
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AETHLON CAPITAL LLC

STATEMENTS OF OPERATIONS
Years Ended December 31 2010 and 2009

2010 2009

REVENUES 221.221 820.086

EXPENSES
Salaries and commissions 70750 61458
Payroll taxes and other employee benefits 12756 10633
Occupancy costs 60704 71108
Other administrative expenses 127476 356.847

Total expenses 271.686 500046

OTHER INCOME
Other income 5191 4213
Unrealized gain on marketable securities 3797 3684

Other income 8988 7.897

NET INCOME LOSS 41 .477 327.937

See accompanying notes to financial statements

Page

LT-00804006



AETHLON CAPITAL LLC

STATEMENTS OF MEMBERS EQUITY
Years Ended December 31 2010 and 2009

BALANCE December 31 2008 44781

2009 net income 327937

Member distributions 148645

BALANCE December 31 2009 224073

2010 net loss 41477

Member distributions 172020

BALANCE December31 2010 10.576

See accompanying notes to financial statements
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AETHLON CAPITAL LLC

STATEMENTS OF CASH FLOWS
Years Ended December 31 2010 and 2009

2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES

Net income loss 41477 327937
Adjustments to reconcile net income loss to net cash flows from

operating activities

Depreciation and amortization 7996 8841
Unrealized gain on marketable securities 3797 3684

Changes in operating assets and liabilities

Commissions receivable 807 6991
Rent receivable 2100 2100
Prepaid expenses 7248 5258
Accrued expenses 17.271 821

Net Cash Flows from Operating Activities 9.852 331.906

CASH FLOWS FROM IN VESTING ACTIVITIES
Purchases of equipment and intangible assets 2.442

Net Cash Flows from Investing Activities 2.442

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to member 172020 148645

Net Cash Flows from Financing Activities 172020 148645

Net Change in Cash and Cash Equivalents 181872 180819

CASH AND CASH EQUIVALENTS Beginning of Year 183.692 2873

CASH AND CASH EQUIVALENTS END OF YEAR 1.820 183692

See accompanying notes to financial statements
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AETHLON CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS
December 31 2010 and 2009

NOTE Summary of Significant Accounting Policies

Nature of Business

Aethlon Capital LLC the Company was formed in October 1996 as limited liability company under

Chapter 3226 of the Minnesota statutes The Company will continue until October 30 2026 unless
terminated prior to that time

The Company is licensed securities broker-dealer and specializes in providing investment banking
services for public and private emerging growth companies Services provided include private placement
of equity or debt and general corporate finance advisory services

The Company is member of the Securities Investors Protection Corporation SIPC and Financial

Industry Regulatory Authority FINRA

Cash and Cash Equivalents

For purposes of reporting the statement of cash flows the Company considers all cash accounts which

are not subject to withdrawal restrictions or penalties and all highly liquid debt instruments purchased with

maturity of three months or less to be cash equivalents Cash balances in excess of FDIC and similar

insurance coverages are subject to the usual banking risks associated with funds in excess of those limits

Marketable Securities

Marketable securities consist of publicly traded common stock and are classified as trading securities

Trading securities are reported at fair market value with all unrealized gains losses included in other
income on the statements of operations

Marketable Aggregate Gross unrealized

securities fair value Cost gains

December3l2010 18611 12969 5642
December3l2009 14814 12969 1845

Commissions Receivable

Commissions receivable are unsecured and do not accrue interest No allowance for doubtful accounts is

considered necessary at December 31 2010 and 2009

Equipment and Furniture Net

Equipment and furniture consists of computer equipment furniture and software and are recorded at cost
and being depreciated using the straight-line method over estimated useful lives of to years Repairs
and maintenance costs are expensed as incurred

Page
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AETHLON CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS
December 31 2010 and 2009

NOTE Summary of Significant Accounting Policies cont

Revenue Recognition

The Companys revenues were derived from consulting fees and commissions from private placements
Consulting fees are nonrefundable deposits received during the initial stages of private placement
Consulting fees may be deductible against the total commissions to be received upon the closing of

placement Consulting fees are recognized upon receipt Commission revenue is recognized at the time of

the placements closing

Income Taxes

The Company is single member limited liability company classified as disregarded entity for income
tax purposes Accordingly these financial statements do not include any provision or liability for income
taxes since the income and expenses are reported on the individual income tax returns of the sole
member and the applicable income taxes if any are paid by the member

With few exceptions the Company is no longer subject to U.S federal state or local income tax

examinations by tax authorities for the years before 2007 The Company is not currently under
examination by any taxing jurisdiction In the event of any future tax assessments the Company has
elected to record the income taxes and any related interest and penalties as income tax expense on the

Companys statement of operations

Managements Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and revenue and expenses during the reporting period Actual results could differ

from those estimates

NOTE Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 5c3-1
which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital both as defined shall not exceed 15 to Net capital and the related net

capital ratio fluctuate on daily basis At December 31 2010 and 2009 the Company had net capital of

$932 and $194966 which was $5932 and $189966 in excess below its required net capital of

$5000 The Companys net capital ratio was -19.91 to and .01 to at December 31 2010 and 2009

No material differences exist between the net capital calculated above and the net capital computed and
reported in the Companys amended December 31 2010 FOCUS filing Per Rule 15c3-3 of the Securities
and Exchange Commission Uniform Net Capital Rule the Company is exempt under the k2i
exemption

The Company had net capital deficiency beginning in November 2010 after an audit adjustment for

recognition of the deferred rent liability for lease extension in June 2010 The deficiency was corrected

during January 2011 upon receipt of client retainer
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AETHLON CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS

December 31 2010 and 2009

NOTE Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between market participants at the measurement date In determining fair value the

Company values and records all investment securities transactions on trade date basis Securities listed

on national or regional securities exchange are valued at their last reported sales price on the last

business day of the period Securities which are not traded on major exchange or for which no sale was

reported on that date are valued at the average of their last quoted bid price and asked price Short

positions are valued at the last quoted asked price Inputs used in the valuation methods can be either

readily observable market corroborated or generally unobservable inputs Whenever possible the

Company attempts to utilize valuation methods that maximize the use of observable inputs and minimizes

the use of unobservable inputs Based on the observability of the inputs used in the valuation methods

the Companydetermines fair value based on quoted market prices in active markets for identical assets

and liabilities

NOTE Equipment and Furniture Net

Equipment and furniture consisted of the following at December 31

2010 2009

Equipment and Furniture 46315 46315
Less Accumulated Depreciation 41.613 38.586

4.702 7.729

Depreciation expense was $3027 and $3872 for the years ended December 31 2010 and 2009

NOTE Intangibles Net

Intangibles consisted of the following at December 31

2010 2009

Website Costs 14906 14906
Trademark 650 650

Less Accumulated Amortization 14.906 9937
650 5619

Amortization expense was $4969 and $4969 for the years ended December 31 2010 and 2009

NOTE Significant Customers

Three customers accounted for 48% 31% and 11% of total revenues for the year ended December 31
2010 One customer accounted for 71% of total revenues for the year ended December 31 2009
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AETHLON CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS
December 31 2010 and 2009

NOTE 7-Line of Credit Bank

In November 2010 the Company signed $90000 line of credit agreement with bank The line of credit

is due on demand and is collateralized by general business assets of the Company and guaranteed by the

sole member Interest is payable monthly at the prime rate plus 2.5% but never less than 6.0% 6.00% at

December 31 2010 There were no outstanding borrowings on the line of credit at December 31 2010

NOTE Operating Leases

In 2010 the Company entered into noncancelable operating lease for office space The lease expires
May 2013 and requires monthly base rents increasing from $2784 to $2946 over the term of the lease In

addition the Company is required to pay its pro rata share of the buildings property taxes and operating

expenses The Company also leases vehicle under lease that expires May 2012 The monthly lease

payment is $569 Total rent for all leases including operating expenses was approximately $60200 and
$78200 for the years ended December 31 2010 and 2009

Future minimum rental commitments are as follows for the years ending December 31

2011 40806
2012 37806
2013 14738

93.350

NOTE Subsequent Events

The Company has evaluated subsequent events occurring through February 17 2011 the date that the

financial statements were available to be issued for events requiring recording or disclosure in the

Companys financial statements
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AETHLON CAPITAL LLC

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS UNDER RULE 15C3-1 OF
THE SECURITIES AND EXCHANGE COMMISSION

December31 2010

COMPUTATION OF NET CAPITAL

Members equity 10576

Deductions and/or charges
Non-allowable assets

Prepaid expenses 3365
Equipment and furniture net 4702
Intangibles net 650 8.717

Net capital before haircuts on securities positions 1859

Haircuts on securities positions 2.791

Net capital 932

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition 18.572

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital requirement 5.000

Excess net capital at 1500 percent 5932

Excess net capital at 1000 percent 2789

Ratio Aggregate indebtedness to net capital -19.91 to

RECONCILIATION WITH COMPANYS COMPUTATION

Net capital as reported in Companys amended Part II FOCUS report

Form X-1 7a-5 unaudited 932
Net audit adjustments

Net capital per above 932

Page 10
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BAKER TILLY

VIRCHOW KRAUSE LLP

Baker Tilly Virchow Krause LLP

225 Sixth St Ste 2300

Minneapolis MN 55402-4661

tel 612 876 4500

fax 612 238 8900

bakertilly.com

INDEPENDENT AUDITORS SUPPLEMENTARY REPORT
ON INTERNAL ACCOUNTING CONTROL

Board of Governors

Aethlon Capital LLC

Minneapolis Minnesota

In planning and performing our audit of the financial statements and supplemental schedule of Aethlon Capital
LLC the Company as of and for the year ended December 31 2010 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our

opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we have made study
of the practices and procedures followed by the Company including cdnsideration of control activities for

safeguarding securities This study included tests of such practices and procedures that we considered relevant

to the objectives stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness and net

capital under Rule 17a-3a11 and for determining compliance with the exemptive provisions of Rule 15c3-3

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

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation 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 internal 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 SECs 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 managements
authorization and recorded properly to permit the preparation of financial statements in conformity with generally

accepted accounting principles Rule 7a-5g lists additional objectives of the practices and procedures listed in

the preceding paragraph
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Because of inherent limitations in internal control or the practices and procedures referred to above errors 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 inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or employees
in the normal course of performing their assigned functions to prevent or detect misstatements on timely

basis significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be prevented
or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses Due to

the small size of the Companys accounting department the Company has lack of segregation of duties We
consider this item to be material weakness as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second 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 material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and procedures as described in the

second paragraph of this report were adequate at December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Governors management the SEC and
other regulatory agencies which rely on Rule 17a-5g 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

JuiJ21 t/J qç
Minneapolis Minnesota

February 17 2011
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