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OATH OR AFFIRMATION

I Gregory Serras swear (or affirm) that, to

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

of _Vanguard Capital as

of December 31 2010 » 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:

ignature
(eO
c Title

otary Pub

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

[X] (a) Facing page

[X] (b) Statement of Financial Condition.

[X] (c) Statement of Income (Loss).

[X] (d) Statement of Cash Flows.

[X] (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

[ 1(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[X] (g)Computation of Net Capital.

[X] (h)Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

[X] (i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

[X] ()A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[X] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

[X] (I) An Oath or Affirmation.

[X] (m)A copy of the SIPC Supplemental Report.

[ ] (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous

audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ report

To the Board of Directors
Vanguard Capital
San Diego, California

We have audited the accompanying statement of financial condition of Vanguard Capital as of
December 31, 2010 and the related statements of operations, changes in stockholder’s equity and
cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. 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 generally accepted auditing standards 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 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 financial statements referred to above present fairly, in all material respects,
the financial position of Vanguard Capital as of December 31, 2010, 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 audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the Schedule of Computation of Net
Capital for Broker Dealers Pursuant to Rule 15¢3-1, the Reconciliation to the Computation of Net
Capital Included in Part IIA of Form X-17A-5, and the Schedule of Computation for
Determination of Reserve Requirements Pursuant to Rule 15¢3-3 are presented for purposes of
additional analysis and are not a required part of the basic financial statements, but are
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 audits 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.

REBL, LLP

KBL, LLP
Certified Public Accountants and Advisors

February 9, 2011

1

110 Wall Street, 11th Floor, New York, NY 10005 212.785-9700



VANGUARD CAPITAL
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010
I
Assets
Cash $ 257,937
Accounts receivable 241,352
Marketable securities (at fair market value) 39
Prepaid expenses 40,630
Furniture and equipment (et of accumulated depreciation of $67,258) 9,342
Security deposit 5,872

Total assets $ 555172

See independent auditors’ report and the accompanying rotes to the Jinancial statements.



VANGUARD CAPITAL
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2010
0

Liabilities and Stockholder’s Equity

Liabilities
Accounts and accrued expenses payable h 9,996
Accrued commissions 206,998
Income taxes payabie 3,500
Total liabilities 220,494
Stockholder’s equity
Common stock (8.0 par value, 1,000 shares authorized, issued
and outstanding) 10
Additional paid-in capital 2,047,490
Accumulated deficit (1,712,822)
Total stockholder’s equity 334,678
Total liabilities and stockholder’s equity $ 555,172

See independent auditors’ report and the accompanying notes to the financial statements.



VANGUARD CAPITAL
STATEMENT OF OPERATIONS

FOR THE YEAR ENDED
DECEMBER 31, 2010
0
Revenue
Commissions $ 2,014,309
Interest income 25,473
Total revenue 2,039,782
Expenses
Salaries and employee benefits 131,008
Clearing fees and commissions 1,384,819
Rent 33,300
Consulting fees 124,058
Legal and professional fees 43,618
Travel 37,401
Meals and entertainment 21,024
Automobile expense 37,764
Repairs and maintenance 47,605
Utilitics 40,227
Telephone 18,053
Office expenses 13,392
Regulatory fees and expenses 28,014
Advertising 1,705
Depreciation 10,049
Equipment rental 2,155
Dues and subscriptions 1,654
Insurance 32,575
Payroll Processing Fees 2,485
Seminars and training 17,870
Bank service charges 4,390
Postage 2,743
Other expenses 7,595
Total expenses 2,043,504
Loss from operations before provision for income taxes $ (3,722)
Provision for income taxes
Current (3,500)
Total provision for income taxes (3,500)
Net (loss) $ (7,222)

See independent auditors’ report and the accompanying notes to the financial statements.



VANGUARD CAPITAL
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY

FOR THE YEAR ENDED
DECEMBER 31, 2010
Additional Total
Common  paid-in Accumulated stockholder’s
stock capital deficit equity
Balance, beginning  § 10 § 1,947,490 $ (1,705,600) S 241,900
Capital contribution 100,000 100,000
Net loss (7,222) (7,222)
Balance, ending $ 10 $2,047,490 $ (1,712,822) 3 334,678

See independent auditors’ report and the accompanying notes to the Jinancial statements.



VANGUARD CAPITAL
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED

DECEMBER 31, 2010
Cash flows from operating activities
Net (loss) $ (7,222)
Adjustments to reconcile net ( loss) to net cash used in operating
activities:
Depreciation 10,049
Changes in operating assets and liabilities:
Increase in accounts receivable (102,937)
Increase in prepaid expenses (18,093)
Decrease in accounts and accrued expenscs payable (8,994)
Increase in income taxes payable 676
Increase in accrued commissions 96,766
Net cash used in operating activities (29,755)
Cash flows from investing activities
Net decrease in investments 89
Net cash provided by investing activities 89
Cash flows from financing activities
Capital contribution 100,000
Net cash provided by financing activities 100,000
Increase in cash 70,334
Cash and cash equivalents, beginning of year 187,603

Cash and cash equivalents, end of year $ 257,937

““

Supplementary disclosures of cash flow information
Cash paid during the year for:
Income taxes $ 4,798
Interest expensc -

See independent auditors’ report and the accompanying notes 1o the JSinancial statements.
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VANGUARD CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

m

Organization

Vanguard Capital (“the Company”) is registered as a broker-dealer in securities under the
provisions of the Sccurities and Exchange Act of 1934 and is a member of the Financial
Industry Regulatory Authority.

The Company has an agreement (“Agreement”) with a clearing broker (“Broker”) to clear
securities transactions and carry customers’ accounts on a fully disclosed basis and
perform certain record keeping functions. Accordingly, the Company operates under the
cxemptive provisions of Securities and Exchange Commission (“SEC”) Rule 15¢3-

3(k)(2) ).

The Company was formed on February 24, 1988 under the laws of the State of
California.

Securities transactions

Securities transactions and related commission revenies and expenses are recorded on a
trade date basis. Securities listed on a national exchange are valued at the last sales price
on the date of valuation. Securities not listed on a national exchange are valued at the last
sales price on the date of valuation or, if such price-is not available, at the bid price for
securities owned and the ask price for securities sold but not yet purchased at the close of
business.

Cash and cash equivalents

The Company considers all highly liquid investments with a maturity of three months or
less when purchased fo be cash equivalents. Cash equivalents are carried at cost, which
approximates market value.

Accounting basis

The Company uses the accrual basis of accounting for financial statement and income tax
reporting. Accordingly, revenues arc recognized when services are rendered and
expenses realized when the obligation is incurred. Commissions and related clearing
expenses are recorded on a settlement-date basis as securities transactions oceur.

Marketable securities

Marketable sccurities are adjusted to market value and any gain or loss is recognized
currently in the statement of operations.

See independent auditors’ report. 7



VANGUARD CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

w

Fixed assets

Fixed assets are stated at cost. Depreciation is computed using accelerated and straight-
line methods over the following estimated useful lives:

Estimated
Description useful life
Furniture and fixtures 7 years
Equipment 5 years
Leaschold improvements 39 ycars

Income taxes

The Company records deferred tax assets and liabilities based on the differences between
the financial statement and tax bases of assets and liabilities and on operating loss carry
forwards using enacted tax rates in effect for the year in which the differences are
expected to reverse. A valuation allowance is provided when it is more likely than not
that some portion or all of a deferred tax asset will not be realized.

Fair value of financial instruments

The carrying amounts reported in the balance sheet for cash and cash equivalents, and
accounts payable approximate fair value because of the immediate or short-term maturity
of these financial instruments. The carrying amount reported for long-term débt
approximates fair value because, in general, the interest on the underlying instruments
fluctuates with market rates.

Collateral Agreement
In accordance with the agreement, all the Company’s property held by the broker

including, but not limited to, securities, deposits, monies and receivables are used as
collateral to secure the Company’s liabilities and obligations to the broker.

See independent auditors’ report, 8



VANGUARD CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

Use of 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 disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reported period. Actual results may differ from these estimates.

Compensated absences

For full-time employees with less than five years of service, the Company provides
fifteen days of personal time off per year per employee. For full-time employees with
more than five years of service, the Company provides 20 days of personal time off per
year per employee. Unused time carries over to the following year; however there is a cap
of 120/160 hours, respectively, of maximum accrual.

See independent auditors’ report. 9




VANGUARD CAPITAL
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - REGULATORY NET CAPITAL AND RESERVE REQUIREMENTS

The Company is subject to the SEC’s uniform net capital rule, which requires the
maintenance of minimum regulatory net capital and requires that the ratio of aggregate
indebtedness to regulatory net capital, both as defined, shall not exceed 15 to 1. As of
December 31, 2010, the Company has regulatory net capital of approximately $277,552
and a minimum regulatory net capital requirement of $100,000.

Under the provisions of rule 15¢3-3, the Company is not required to segregate funds in a
special reserve account for the cxclusive benefit of customers and is not subject to certain
other requirements of the consumer protection rule.

NOTE 2 — CUSTOMER TRANSACTIONS

In the normal course of business, the Company exccutes, as agent, securities transactions
on behalf of its customers. If the agency transactions do not settle because of failure io
perform by either the customer or the counter party, the Company may be obligated to
discharge the obligation of the non-performing party and, as a result, is subject to market
risk if the market value of the securitics is different from the contract amount of the
transactions.

The Company does not anticipate nonperformance by customers or counter parties in the
above situations. The Company’s policy is to monitor its market exposure and counter
party risk. In addition, the Company has a policy of reviewing, as considered necessary,
the credit standing of each counter party and customer with which it conducts business.

NOTE 3 — MARKETABLE SECURITIES

Marketable securities are included in the balance sheet at the quoted market valuc of cach
security;-and are summarized as follows as of December 31, 2010:

Marketable securities $ 39
Total marketable securities 3 39

The investments are subject to “haircuts” of $39, for purposes of eomputing net capital,
NOTE 4~ PROPERTY AND EQUIPMENT

Property and equipment as of December 3 1, 2010 are summarized as follows:

Office equipment and furniture $ 76,600
Less: accumulated depreciation 67.258
Net property and equipment $ 9342

See independent auditors’ report. 10



VANGUARD CAPITAL
NOTES TO THE FINANCIAL STAT EMENTS

NOTE 5 — INCOME TAXES

The significant components of the Company’s deferred tax assets are as follows:

Net operating loss carry forward $ 719,385
Total deferred tax assets $ 719,385
Less: valuation allowance (719.385)
Net deferred tax assets $ -

As of December 31, 2010, the Company has a net operating loss carry forward of
$1,712,822 which expires as follows:

December 31, 2024 $ 172,710
2025 407,912
2026 507,602
2027 70,474
2028 379,167
2029 167.735
2030 7,222

The Company uses the following tax rates:

Federal 34%
State 8%

42%
Less: valuation allowance 42%
Net effective tax rate -

NOTE 6 — OPERATING LEASE

The Company leased office space under a new three-year lease which began March 1,
2009. The base monthly rent was $2,650 and is-adjustable by 4.75% annually. The leasc
will expire at the end of February 2012. The Company paid $33,300 in office rent

(including area maintenance costs) for 2010. Future minimum leasc payments arc as
follows:

December 31, 201} S 34,629
2012 5,815

See independent auditors’ report. 11



VANGUARD CAPITAL
COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION AND STATEMENT
PURSUANT TO RULE 17a-5(d)(4)
DECEMBER 31, 2010

Net capital
Total equity capital $ 334,678
Liabilities subordinated to claims of general creditors allowable in
computation of net capital

Non-allowable assets 57,087
Net capital before haircuts and undue concentration on securities

positions 277,591
Haircuts and undue concentration on securities positions 39

$ 277,552

Aggregate indebtedness
Items included in the statement of financial condition:

Accrued expenses and other liabilities § 220,494
$ 220494
Ratio: aggregate indebtedness to net capital 0.79to |

Computation of basis net capital requirement
Minimum net capital required based on 6 2/3%

of aﬁgrcﬁate indebtedness $ 14,707

Computation of basis net capital requirement
Minimum net capital required

$ 100,000

Excess net caﬁital at 100% $ 177,552

Reconciliation of December 31, 2010 audited computation of net capital and
Company’s unaudited December 31, 2010 Part ITA filing.

Unaudited December 31, 2010 net capital per December 31, 2010 Part ITA

filing $ 281,051
Audit adjustments (3,499)

Net caﬂital $ 277,552

See independent auditors’ report and the accompanying notes fo the financial statements.

12



VANGUARD CAPITAL
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER/DEALER UNDER RULE 15¢3-3 OF THE SECURITIES
EXCHANGE ACT OF 1934
DECEMBER 31, 2010

The Company is exempt from SEC rule 15¢3-3 pursuant to the exemptive provisions
under sub-paragraph (k)(2)(ii) and, therefore, is not required to maintain a “Special
Reserve Bank Account for the Exclusive Benefit of Customers.”

See independent auditors’ report and the accompanying notes to the JSinancial statements.

I3



VANGUARD CAPITAL
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3
DECEMBER 31, 2010

The Company had no items reportable as customers’ fully paid securities: (1) not in the
Company’s possession or control as of the audit date (for which instructions to reduce to
possession or control had been issued as of the audit date) but for which the required
action was not taken by the Company within the time frames specified under Rule 15¢3-3
or (2) for which instructions to reduce to possession or control had not been issued as of
the audit date, excluding items arising from “temporary lags which result from normal
business operations” as permitted under Rule 15¢3-3.

See independent auditors ' report and the accompanying notes to the financial statements.

14
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Independent Auditors’ Report on Internal Control

To the Board of Directors
Vanguard Capital
San Diego, California

In planning and performing our audit of the financial statements and supplemental schedulcs
of Vanguard Capital (the Company), for the year ended December 31, 2010, 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 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 aggregatc 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 sccurities 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.

15
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Independent Auditors’ Report on Internal Control

Becausce 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 inadequate 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
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securitics 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, 2010 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the National Association of Securities Dcalers (NASD) 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,

REL LLIP

KBL, LLP
Certified Public Accountants and Advisors
February 9, 2011
16
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VANGUARD CAPITAL
SUPPLEMENTAL SIPC REPORT
FOR THE YEAR ENDED
DECEMBER 31, 2010

17
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Supplemental SIPC Report

To the Board of Directors
Vanguard Capital
San Diego, California

In accordance with Rule 17a-

have performed the following procedures with respect to the accompanying schedule

(Form SIPC-7) of Securities

of Vanguard Capital for the year ended December 31 ,2010. Our procedures were
performed solely to assist you in complying with Rule 17a-5(e)(4) and our report is not to
be used for any other purpose. The procedures we performed are as follows:

1) Compared listed assessment payments with respective cash disbursement records

2)

3)
4)

5)

entrics;

Compared amounts included with the amounts reported on the audited Form X-
17A-5 for the period January 1, 2010 to December 31, 2010 with the amounts
reported in the General Assessment Reconciliation (Form SIPC-7);

Compared any adjustments reported in Form SIPC-7 with supporting schedules
and working papers;

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7
and in the related schedules and working papers supporting adjustments; and
Compared the amount of any overpayment. applied with the Form SIPC-7 on
which it was computed.

Because the above procedures do not constitute an audit made in accordance with

generally accepted auditing standards, we do not express an opinion on the schedule
referred to above. In connection with the procedures referred to above, nothing came to
our attention that caused us to believe that the amounts shown on Form SIPC-7 were not

determined in accordance with applicable instructions and forms. This rc

to the schedule referred to above and does not extend to any financial statements of
Vanguard Capital taken as a whole.

REL, LLD

KBL, LLP
Certified Public Accountants and Advisors

February 9, 2011

5(e)(4) of the Securities and Exchange Commission, we

Investor Protection Corporation assessments and payments

port relates only
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VANGUARD CAPITAL

DETERMINATION OF "SIPC NET OPERATING REVENUES"

AND GENERAL ASSESSMENT
FOR THE YEAR ENDED DECEMBER 31,2010
SCHEDULE OF ASSESSMENT PAYMENTS

General Assessment
Less: Payments Made:
Date Paid Amount
Prior Year Overpayment $ 407
Interest on late payment (s)

Total Assessment Balance and Interest Due

Payment made with Form SIPC 7

See independent auditors’ report

$ 624

407
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VANGUARD CAPITAL
DETERMINATION OF "SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT
FOR THE YEAR ENDED DECEMBER 31, 2010

Total revenue

$ 2,039,782
Additions:
Various (list)
Total additions $ -
Deductions:
Commission, floor brokerage and clearance
paid to other SIPC members in connection with
securities transactiocrs 792,308
Other 997,753

Total deductions $ 1,790,061

SIPC NET OPERATING REVENUES S 249,721

GENERAL ASSESSMENT @ .0025 $ 624

See independent auditors’ report
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