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OATH OR AFFIRMATION

Eric Standifer swear or affirm that to the

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

BLAYLOCK ROBERT VAN LLC as of

December 31 20 11 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

_____ COMM 1911$79

________ Notary Public Cititornia

Alameda County

This report contains check all applicable boxes Comm PI6v 29.41

Facing page

Statement of Financial Condition

Statement of Income Loss

LI Statement of Changes in Financial Condition

LI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

LI Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

LI Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

LI Infonnation Relating to the Possession or control Requirements Under Rule 5c3-3

LI Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Detennination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con

solidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal accounting control

Schedule of segregation requirements and funds in segregation--customers regulated commodity futures account

pursuant to Rule 17 1-5

Notary

For conditions of confidential treatment of certain portions of this filing see section 240.1 a-5e3
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INDEPENDENT AUDITORS REPORT

To the Members of

Blaylock Robert Van LLC

We have audited the accompanying statement of financial condition of Blaylock Robert Van LLC the

Company as of December 31 2011 This statement of financial condition is the responsibility of the

Companys management Our responsibility is to express an opinion on this statement of financial condition

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 obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes

consideration of internal control over financial reporting as 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 Companys internal control over financial reporting Accordingly we express no such opinion An audit

also includes examining on test basis evidence supporting the amounts and disclosures in the statement

of financial condition assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall statement of financial condition presentation We believe

that our audit of the statement of financial condition provides 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 Blaylock Robert Van LLC as of December 31 2011 in conformity with accounting

principles generally accepted in the United States of America

/4
Roseland New Jersey

February 27 2012

An independent firm associated with AGN International Ltd AGi



BLAYLOCK ROBERT VAN LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS

Cash and cash equivalents 2001215

Receivables from clearing brokers including clearing deposits of $525000 636133

Investment banking receivables 226656

Investment in private partnership at fair value 2513803

Management fee receivable 28473

Securities owned at fair value 7492

Securities pledged under subordinated loan agreement 600000

Deferred compensation 93000

Fixed assets net 148308

Other assets 601459

6856539

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 889274
Interest payable 6679
Loan payable 1145156

Participation agreement 120000

Total Liabilities 2161109

Liabilities subordinated to claims of general creditors 2000000

Members equity 2695430

6856539

See accompanying notes to financial statement



BLAYLOCK ROBERT VAN LLC

NOTES TO FJNANCJAL STATEMENT

Nature of business and summary of significant accounting policies

Nature of Business

Blaylock Robert Van LLC the Company is limited
liability company organized under the laws of the state of

California on March 26 2007 The Company was approved as broker-dealer by the Securities and Exchange

Commission the SEC and the Financial Industry Regulatory Authority FINRA on December 21 2007 and

commenced operations on January 2008 The Companys operations consist of distributing and underwriting

equity and taxable fixed-income securities to institutional investors with expertise in mortgage-backed asset-backed

government agency corporate and equity securities Additional sources of revenue come from commissions from

agency transactions in equity securities

Basis of Presentation

The accompanying financial statements are presented in U.S Dollars and have been prepared in accordance with

accounting principles generally accepted in the United States of America GAAP

These financial statements were approved by management and available for issuance on February 27 2012

Subsequent events have been evaluated through this date

Cash and Cash Equivalents

The Company considers money market accounts maintained at financial institutions to be cash equivalents

Receivables from Clearing Brokers

The Company has clearing agreements with Pershing LLC and Goldman Sachs Execution Clearing L.P

collectively referred to as the Clearing Brokers These Clearing Brokers clear all of the Companys security

transactions for the Company The Company is required to maintain certain deposit levels with these Clearing

Brokers Amounts due from brokers may be restricted to the extent that they serve as deposits for securities sold

short

Valuation of Securities Owned and Securities Sold Not Yet Purchased at Fair Value Definition and Hierarchy

In accordance with GAAP fair value is defined as the price that would be received to sell an asset or paid to

transfer liability i.e the exit price in an orderly transaction between market participants at the measurement

date

In determining fair value the Company uses various valuation approaches In accordance with GAAP fair value

hierarchy for inputs is used in measuring fair value that maximizes the use of observable inputs and minimizes the

use of unobservable inputs by requiring that the most observable inputs be used when available Observable

inputs are those that market participants would use in pricing the asset or liability based on market data obtained

from sources independent of the Company Unobservable inputs reflect the Companys assumptions about the

inputs market participants would use in pricing the asset or liability developed based on the best information

available in the circumstances



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

The fair value hierarchy is categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments and block discounts are not applied to Level

securities Since valuations are based on quoted prices that are readily and regularly available in an active

market valuation of these securities does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs are

observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The availability of valuation techniques and observable inputs can vary from security to security and is affected by

wide variety of factors including the type of security whether the security is new and not yet established in the

marketplace and other characteristics particular to the transaction To the extent that valuation is based on

models or inputs that are less observable or unobservable in the market the determination of fair value requires

more judgment Those estimated values do not necessarily represent the amounts that may be ultimately realized

due to the occurrence of future circumstances that cannot be reasonably determined Because of the inherent

uncertainty of valuation those estimated values may be materially higher or lower than the values that would have

been used had ready market for the securities existed Accordingly the degree of judgment exercised by the

Company in determining fair value is greatest for securities categorized in Level In certain cases the inputs

used to measure fair value may fall into different levels of the fair value hierarchy In such cases for disclosure

purposes the level in the fair value hierarchy within which the fair value measurement in its entirety falls is

determined based on the lowest level input that is significant to the fair value measurement

Fair value is market-based measure considered from the perspective of market participant rather than an

entity-specific measure Therefore even when market assumptions are not readily available the Companys own

assumptions are set to reflect those that market participants would use in pricing the asset or liability at the

measurement date The Company uses prices and inputs that are current as of the measurement date including

periods of market dislocation In periods of market dislocation the observability of prices and inputs may be

reduced for many securities This condition could cause security to be reclassified to lower level within the fair

value hierarchy

Valuation Techniques

The Company values securities owned and securities sold not yet purchased that are freely tradable and are

listed on national securities exchange or reported on the NASDAQ national market at their last sales price as of

the last business day of the year

Investment in Private Partnership

Investments in private partnership is valued based on the pro-rata share in the equity of private partnership

Investment in private partnership is included in Level of the fair value hierarchy



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

Nature of business and summary of significant accounting policies continued

Fixed Assets

Fixed assets are stated at cost less accumulated depreciation The Company uses straight line depreciation over

estimated useful lives of three to seven years

Securities Transactions

Transactions in securities and related gains and losses are recorded on trade-date basis Investments in

marketable securities owned and marketable securities sold not yet purchased consist of common stocks of U.S

companies and are valued at fair value with gains and losses on securities included in revenues

Investment Banking Revenues and Receivables

Investment banking revenues include fees net of syndication expenses arising from securities offerings in which the

Company acts as an underwriter or an agent These revenues are recorded in accordance with the terms of the

investment banking agreements The Company carries its investment banking receivables at the net realizable value

less accrued syndication expenses

Commissions Revenue and Related Expenses

Commissions revenue and the related expenses on securities transactions are recorded on trade-date basis The

Company may enter into principal securities transactions whereby the Company purchases securities and then sells

them to customers on net basis

Income Taxes

The Company is limited liability company and treated as disregarded entity for income tax reporting purposes

The Internal Revenue Code IRC provides that any income or loss is passed through to the members for federal

and state income tax purposes Accordingly the Company has not provided for federal or state income taxes

At December 31 2011 management has determined that the Company had no uncertain tax positions that would

require financial statement recognition This determination will always be subject to ongoing reevaluation as facts

and circumstances may require The Company remains subject to U.S federal and state income tax audits for all

periods subsequent to 2007

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the reported amounts of 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



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

Fair value measurements

The Companys assets and liabilities recorded at fair value have been categorized based upon fair value

hierarchy in accordance with GAAP See Note for discussion of the Companys policies

The following table presents information about the Companys assets and liabilities measured at fair value as of

December 31 2011

Significant

Quoted Prices Other Significant Balance

in Active Observable Unobservable as of

Markets Inputs Inputs December 31

Level Level Level 2011

Assets at fair value

Cash equivalents 1863613 1863613

Securities owned

Common stocks 7492 7492

Investment in private partnership ______________ ____________ 2513803 2513803

1871105 2513803 4384908

The following table presents additional information about Level assets measured at fair value Both

observable and unobservable inputs may be used to determine the fair value of positions that the Company has

classified within the Level category As result the unrealized gains and losses for assets within the Level

category may include changes in fair value that were attributable to both observable e.g changes in market

interest rates and unobservable e.g changes in unobservable long-dated volatilities inputs

Changes in Level assets measured at fair value for the year ended December 31 2011 were as follows

Change in

Unrealized

Gains Losses

Beginning Realized Ending for Investment

Balance Unrealized Balance Still Held at

January Gains December 31 December 31

2011 Losses Purchases 2011 2011

Assets at fair value

Investment in private

partnership 3731451 1697648 480000 2513803 1495526



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

Fixed assets

Details of fixed assets net of accumulated depreciation at December 31 2011 are as follows

Computerequipment 261132

Furniture and fixtures 82958

Leasehold improvements 14218

358308

Less accumulated depreciation 210000

148308

Liabilities subordinated to claims of general creditors

At December 31 2010 the Company had $650000 subordinated loan agreement approved by FINRA which

matured on January 31 2011 On January 31 2011 the loan was repaid and the Company entered into two new

subordinated loan agreements approved by FINRA maturing on January 31 2014 and bearing interest at 12%

per annum payable quarterly The subordinated loans aggregate to $2000000 of which $600000 is in the form

of secured demand note collateral agreement and $1400000 is in the form of cash subordinated loan

agreement Interest expenses for the year ended December 31 2011 approximated $236000 as related to these

subordinated loans At December 31 2011 $40000 of accrued interest is included in current liabilities

On January 25 2011 the Company entered into 90 day temporary subordinated loan agreement approved by

FINRA with Pershing LLC the Companys clearing agent in the amount of $4000000 The loan was prepaid

with the approval of FINRA in full on February 2011

Members equity

The equity of the Company is divided into three classes of shares Class Class and Class shares The

Class members voting interest shall be directly proportional to each members Class shares As of December

31 2011 Robert Van Securities Inc owns 99.9% of Class shares The Class and Class members have no

voting rights The Class and Class shares represent only an economic interest in the profits and losses of the

Company except for other such rights that may expressly be granted to such Class and Class members in

accordance with the Operating Agreement as amended the Agreement As of December 31 2011 Blaylock

Co owns 92% of the Class Shares On February 26 2010 the Company issued 20 Class shares representing

1% membership interest to Capital Credit Financial Group Limited CCFG for purchase price of $150000



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

Profit sharing plan

On August 2008 the Company established nonqualified supplemental deferred compensation plan the BRV
Executive Discretionary Performance Incentive Plan for certain employees of the Company The granting of

compensation is at the sole discretion of the Board of Directors The deferred compensation will vest 1/3 on the

first day of the succeeding plan year three years after contributions are made and 1/3 each on the first day of the

next two succeeding years As of December 31 2011 the deferred compensation amount of approximately

$331 000 is included in accrued expenses on the statement of financial condition

During the year ended December 31 2011 the Company recognized compensation expense of $93000 relating

to the Plan The total compensation cost not yet recognized of $93000 will be recorded in the year ended

December 31 2012

Life insurance policy

On March 24 2009 the Company purchased life insurance contracts on the lives of certain key employees As

beneficiary of the life insurance policy the Company will receive the cash surrender value if the policy is

terminated As of December 31 2011 the Company has paid approximately $198000 in premium payments and

the cash surrender value is approximately $174000 and is included in other assets on the statement of financial

condition

Net capital requirement

The Company as member of FINRA is subject to the SEC Uniform Net Capital Rule 15c3-1 This Rule requires

the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to and that equity capital may not be withdrawn or cash dividends paid if the

resulting net capital ratio would exceed 10 to At December 31 2011 the Companys net capital was

approximately $2915000 which was approximately $2815000 in excess of its minimum requirement of

$100000

Exemption from SEC Rule 15c3-3

The Company is exempt from the SEC Rule 5c3-3 pursuant to the exemptive provisions of sub-paragraph k2ii
and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of Customers

10 Off-balance sheet risk

Pursuant to clearance agreements the Company introduces all of its securities transactions to the Clearing Brokers

on fully-disclosed basis All of the customers money balances and long and short security positions are carried on

the books of the Clearing Brokers In accordance with the clearance agreements the Company has agreed to

indemnify the Clearing Brokers for losses if any which the Clearing Brokers may sustain from carrying securities

transactions introduced by the Company In accordance with industry practice and regulatory requirements the

Company and the Clearing Brokers monitor collateral on the customers accounts

In addition the receivables from the Clearing Brokers are pursuant to these clearance agreements and include

clearing deposits of approximately $525000



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

11 Concentrations of credit risk

In the normal course of business the Companys customer activities involve the execution settlement and financing

of various customer securities transactions These activities may expose the Company to off-balance-sheet risk in

the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to purchase

or sell the financial instrument underlying the contract at loss

The Company maintains its cash balances in various financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution

12 Commitments and contingencies

Commitments

The Company leases its office space under leases which expire between 2012 and 2016

Aggregate future minimum annual lease payments in the years subsequent to December 31 2011 are as follows

Year ending December 31
2012 457000

2013 418000

2014 399000

2015 319000

2016 302000

1895000

Occupancy expense for the year ended December 31 2011 was approximately $429000 which is included in the

statement of operations Included in other assets is approximately $189000 pledged as security deposits for

office leases

Contingencies

In the normal course of business the Company has been named as defendant in various matters Management of

the Company after consultation with legal counsel believes that the resolution of these matters will not have

material adverse effect on the financial condition results of operations or cash flows of the Company

13 Related party transactions

For the year ended December 31 2011 the Company paid approximately $183000 in consulting fees to an affiliate

of the Company which is included in professional fees in the statement of operations

During the year ended December 31 2011 the Company received fees aggregating $350000 from an affiliate of the

Company as settlement agreement for the use of Robert Van Securities Inc.s market data research system The

systems related costs are for various research tools These fees are included in other income in the statement of

operations



BLAYLOCK ROBERT VAN LLC

NOTES TO FINANCIAL STATEMENT

13 Related party transactions continued

The Company signed sub-license agreement for use of the system and will pay 100% of the costs of the market

data research system and related research tools expenses as well as sub-license fee of $10000 per month

beginning on March 2012

14 Investment in Marathon Asset Management

On April 24 2009 the Company and Marathon Asset Management L.P Marathon successfully filed an

application with the U.S Department of the Treasury to allow Marathon to serve as manager of the Legacy

Securities Public-Private Investment Fund the Legacy Securities PPIF which proposed that certain fund raising

investment management and related services will be provided to Marathon and/or the Legacy Securities PPIF by the

Company In connection with the services to be provided by the Company the Company will share in 12% of the

fees paid to Legacy Securities Private Fund GP LLC the Private Fund

Additionally the Company entered into an agreement with Marathon on March 31 2010 whereby the Company
made capital commitment to the Private Fund of $2400000 representing 12% of the total capital commitment of

the Private Fund Marathon has made available to the Company non recourse loan Marathon Loan of

$1920000 which bears interest at 2.8% for purposes of funding the capital commitment of the Company The

Marathon Loan will be repaid with net proceeds received from the Private Fund applied to interest accrued on the

loan balance then principal outstanding

As of December 31 2011 the Company invested all of the capital commitment an aggregate of $2400000 in the

Private Fund The Company invested $360000 in cash $120000 from former employee of the Company under

the terms of participation agreement and $1920000 under the terms of the Marathon Loan

At December 31 2011 the investment was valued at approximately $2514000 For the year ended December 31
2011 the Company has an unrealized loss on the investment of approximately $2028000 management fees of

approximately $653000 and incentive fee income of approximately $330000 which are reflected on the statement of

operations As of December 31 2011 $28000 of the management fee earned is receivable

During the year ended December 31 2011 the aggregate payments received for management fees of $667000

were applied to the Marathon Loan in the amount of approximately $629000 with the remaining $38000 paid as

interest At December 31 2011 the Company has remaining liability due to Marathon of approximately $1145000

in principal and $7000 in accrued interest
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