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OATH OR AFFIRMATION

DOUGLAS YAUGER III swear or affirm that to

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

CapNet Securities Corporation as

of December 31 20 12 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

NONE

CEO/President

%j Title

\X -J
Notary Public

This report contains check all applicable boxes

L1 Facing Page

EI Statement of Financial Condition

EI Statement of Income Loss
lI Statement of Changes in Financial Condition

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

LII Statement of Changes in Liabilities Subordinated to Claims of Creditors

II Computation of Net Capital

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

l1 Information 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-l and the

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

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

consolidation

An Oath or Affirmation

LI in copy of the SIPC Supplemental Report

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

Signature

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Board of Directors

CapNet Securities Corporation

Houston Texas

Reports on the Financial Statements

We have audited the accompanying statement of financial condition of CapNet Securities Corporation as

of December 31 2012 and the related statements of operations changes in stockholders equity and cash

flows for the year then ended and the related notes to the financial statements pursuant to Rule 7a-5

under The Securities Exchange Act of 1934

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes

the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of consolidated financial statements that are free from material misstatement whether due to

fraud or error

Auditors Responsibility

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 and with the standards of the Public Company Accounting Oversight Board Those standards

require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatementof the financial statements whether due to fraud or error

In making those risk assessments the auditor considers internal control relevant to the entitys preparation

and fair presentation of the financial statements in order to design audit procedures that are appropriate in

the circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys

internal control Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made by management as well as evaluating the overall presentation of the financial statements

INDEPENDENT ACCOUNTANTS REPORT



Independent Accountants Report

Board of Directors

CapNet Securities Corporation

Houston Texas

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

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

financial position of CapNet Securities Corporation as of December 31 2012 and the results of its

operations stockholders equity and cash flows for the year then ended in accordance 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

whole The information contained on Schedule I-Ill is presented for purposes of additional analysis and

is not required as part of the basic financial statements but is supplementary information required by Rule

17a-5 of the Securities and Exchange Act of 1934 Such information has been subject to the auditing

procedures applied in our audit of the basic financial statements and in our opinion is fairly stated in all

material respect in relating to the basic financial statements taken as whole

This opinion is intended solely for the information and use of the Board of Directors the Securities and

Exchange Commission 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

Dave Banerjee CPA
Woodland Hills California

February 18 2013



CAPNET SECURITIES CORPORATION

Statement of Financial Condition

December 31 2012

ASSETS

Current Assets

Cash Note 268757

Accounts Receivable Note 66503

Total Current Assets 335260

Fixed Assets

Furniture and Equipment 41599

Accumulated Depreciation 10106
Net Fixed Assets 31493

Total Assets 366753

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts Payble 11230

Commissions Payable 39053

Total Current Liabilities 50283

Stockholders Equity

Common Stock $.01 Par 1000000 shares authorized 1198

119750 shares issued and outstanding

Additional Paid in Capital 810058

Accumulated Deficit 494786
Total Stockholders Equity 316470

Total Liabilities and Stockholders Equity 366753

The accompanying notes are an integral part of these financial statements



CAPNET SECURITIES CORPORATION

REVENUE

Statement of Income

For the year ended December 31 2012

Commissions

Professional Services

Fees

Sublease Income

Other Income

Total Revenue

OPERATING EXPENSES

General and Administrative

Payroll and Related Expenses

Commisions

Clearing Charges

Professional Fees

Total Expenses

INCOME FROM OPERATIONS

OTHER INCOME EXPENSES

Interest Income

Interest Expenses

TOTAL OTHER INCOME

2900915

15794

756

12150

4965

The accompanying notes are an integral part of these financial statements

2934580

509352

482249

1540275

4651

192547

2729075

205505

7539

7524

15

205520NET INCOME



CAPNET SECURITIES CORPORATION

Statement of Changes in Stockholders Equity

For the year ended December 31 2012

Balance at December 31 2007

Capital Contributions

Net Income 2008

Balance at December 31 2008

Capital Contributions

Net Income 2009

Balance at December 31 2009

Capital Contributions

Net Income 2010

Balance at December 31 2010

Net Income 201

Balance at December 31 2011

Net Income 2012

Balance at December 31 2012

Total

Retained Stockholders

Earnings Equity

449179 295691

58450

114251

239889

7936

145497

102328

The accompanying notes are an integral part of these financial statements

Common Stock

Shares Amount

119750 1198

Additional

Paid in

Capital

743672

58450

114251

119750 1198 802122 563431

7936

145497

119750 1198 810058 708928

12344 12344

119750 1198 810058 721272 89984

20966 20966

119750 1198 810058 700306 110950

205520 205520

119750 1198 810058 494786 316470



CAPNET SECURITIES CORPORATION

Statement of Cash Flows

For the year ended December 31 2012

CASH FLOWS FORM OPERATING ACTIVITIES

Net Income 205520

Adjustments to reconcile net income to net cash

provided/used by operating activities

Accounts Receivable 1833
Notes Receivable 4500
Due From affiliate 600

Employee Advances 33841
Accounts Payable 5254

Commission Payable 19533

Depreciation 860

Net cash provided by Operating Activities 191592

CASH FLOWS FROM INVESTING ACTIVITIES

Furniture 7778

Net cash used by Investing Activities 7778

Increase in cash 183815

Cash at beginning of period 84942

Cash at end of period 268757

The accompanying notes are an integral part of these financial statements



CAPNET SECURITIES CORPORATION
Notes to Financial Statements

December 31 2012

Note Organization

CapNet Securities Corporation the Company Texas corporation was formed on

October 31 1998 The Company is brokerage firm formed for the purpose of generating

commissions through buying and selling securities for customers The Company is registered

as broker-dealer under Section 15b of the Securities and Exchange Act of 1934 The

Companys authorized issued and outstanding shares of capital stock at December 31 2012

were Common stock $.01 par value 1000000 shares authorized and 119750 shares issued

and outstanding

Note Summary of Significant Accounting Policies

Basis of Presentation

The accompanying financial statements of the Company have been prepared in accordance

with accounting principles generally accepted in the United States of America The Company

uses accrual method of accounting

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 and

disclosure of contingent assets and liabilities at the date of the financial statements as well as

the reported amount of revenues and expenses during the reporting period Actual results

could differ from these estimates

Cash and Cash Efluivalents

The Company considers all highly liquid instruments with an original maturity of three

months or less when purchased to be cash equivalents As of December 31 2012 the

Company had the cash balance of $268757

Accounts Receivable

Management considers all amounts recorded as trade receivables as fully collectible As

such no allowance is provided All amounts are due from various entities and financial

institutions We establish an allowance for bad debts through review of several factors

including historical collection experience current aging status and financial condition of our

customers We dont generally require collateral for our accounts receivable As of December

31 2012 accounts receivable represents employees advances for $34916 and non trade

receivable for 15794



CAPNET SECURITIES CORPORATION
Notes to Financial Statements

December 31 2012

Note Summary of Significant Accounting Policies cont

Eiuipment and Furniture

Equipment and furniture are stated at cost net of accumulated depreciation Depreciation is

provided using the straight line method over the useful lives of the respective assets generally

five years

Equipment and Furniture 41599

Less Accumulated Depreciation 10.106

Total $31493

Depreciation Expense of $860

Revenue Recognition

The Company recognizes revenues from brokerage firm commissions when confirmation of

each individual transaction is received from the clearing firm The Company recognizes

commissions due to its salesmen at the end of each month after receiving confirmation from

the clearing firm the amount due to the Company

Commission Expense

At present the Company has total of 18 registered representatives working as independent

contractors and paid on commission basis As of December 31 2012 the Company

recorded $1540275 as commission expense The Company paid total of $1501222 and

accrued the remaining balance of $39053 as liability

Comprehensive Income

The Company adopted SFAS No 130 Reporting Comprehensive Income which requires

that an enterprise report by major components and as single total the changes in equity

There were no comprehensive income items for the year ended December 31 2012

The firm did not have any adjustments that would have made comprehensive income

different from net income

Note Securities Owned

As of the balance sheet date the Company does not own any corporate stocks or debt

instruments

10



CAPNET SECURITIES CORPORATION
Notes to Financial Statements

December 31 2012

Note Income Taxes

The liability method is used in accounting for income taxes Under this method deferred tax

assets and liabilities are determined based on differences between financial reporting and tax

basis of assets and liabilities and are measured using anticipated tax rates and laws that will

be in effect when the difference are expected to be reverse The realizability of deferred tax

assets are evaluated annually and valuation allowance is provided if it is more likely than

not that the deferred tax assets will not give rise to future benefits in the Companys tax

return

Note Net Capital Requirements

Pursuant to the Basic Uniform Net Capital provisions of the Securities and Exchange

Commission the Company is required to maintain minimum net capital as defined in such

provision Further the provisions require that the ratio of aggregate indebtedness as defined

to net capital shall not exceed 15 to Net capital and the related net capital ratio may
fluctuate on daily basis At December 31 2012 the Company had net capital and net capital

requirements of approximately $218474 and $5000 respectively The Companys net capital

ratio was 23.02 which is less than 151

Note Fair Value

The Company adopted Financial Accounting Standards SFAS ASC 820 Measurements

and Disclosures for assets and measured at fair value on recurring basis The ASC 820 had

no effect on the Companys financial ASC 820 accomplishes the following key objectives

Defines fair value as 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

Establishes three-level hierarchy the Valuation Hierarchy for fair value

measurements

Requires consideration of the Companys creditworthiness when valuing

liabilities and

Expands disclosures about instruments measured at fair value

The Valuation Hierarchy is based upon the transparency of inputs to the valuation of an asset

or liability as of the measurement date financial instruments categorization within the

Valuation Hierarchy is based upon the lowest level of input that is significant to the fair

value measurement The three levels of the Valuation Hierarchy and the distribution of the

Companys financial assets within it are as follows

11



CAPNET SECURITIES CORPORATION
Notes to Financial Statements

December 31 2012

Note Fair Value cont

Level inputs to the valuation methodology are quoted prices unadjusted for

identical assets or liabilities in active markets

Level inputs to the valuation methodology included quoted prices for similar

assets and liabilities in active markets and inputs that are observable for the

asset or liability either directly or indirectly for substantially the full term

of the financial instrument

Level inputs to the valuation methodology are unobservable and significant to the

fair value measurement

Certain financial instruments are carried at cost on the balance sheet which approximates fair

value due to their short- term highly liquid nature These instruments include cash and cash

equivalents accounts receivable accrued expenses and other liabilities and deferred revenue

The Company has either evaluated or is currently evaluating the implications if any of each

of these pronouncements and the possible impact they may have on the Companys financial

statements In most cases management has determined that the pronouncement has either

limited or no application to the Company and in all cases implementation would not have

material impact on the financial statements taken as whole

Note Commitments and Contingencies

From time to time the Company is involved in certain legal actions and claims arising in the

normal course of business Management is of the opinion that such matters will be resolved

without material effect on the Companys financial condition or results of operations

The anticipated lease obligation for office space through the 2017 fiscal year

Year Amount

2013 179129

2014 184398

2015 189666

2016 194394

2017 $200203

Total 948330

Note Subsefluent Events

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

February 18 2013 Subsequent events have been evaluated through this date

12



CapNet Securities Corporation

Statement of Net Capital

Schedule

For the year ended December 31 2012

Focus 12/31/12 Audit 12/31/12 Change

Stockholders equity December 31 2012 316470 316470

Subtract Non allowable assets

Other asset 97996 97996
___________

Tentative net capital 218474 218474

Haircuts

NET CAPITAL 218474 218474

Minimum net capital 5000 5000

Excess net capital 213474 213474

Aggregate indebtedness 50283 50283

Ratio of aggregate indebtedness to net capital 23.02% 23 .02%

There was no difference noted between the Audit and Focus report

as of December 31 2012

The accompanying notes are an integral part of these financial statements

13



CapNet Securities Corporation

December 31 2012

Schedule II

Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

The Company is exempt from the Reserve Requirement of computation

according to the provision of Rule 5c3-3 k2ii

Schedule III

Information Relating to Possession or Control

Requirements Under Rule 15c3-3

The Company is exempt from the Rule 15c3-3 as it relates to Possession and Control

requirements under the k2ii exemptive provision

The accompanying notes are an integral part of these financial statements
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Board of Directors

CapNet Securities Corporation

Houston Texas

In planning and performing our audit of the financial statements of CapNet Securities Corporation for the

year ended December 31 2012 in accordance with auditing standards generally accepted in the United

States of America we considered its internal control structure 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 the internal control structure

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

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission we have made study

of the practices and procedures including tests of such practices and procedures followed by CapNet

Securities Corporation including test of compliance with such practices and procedures that we considered

relevant to objectives stated in Rule 17a-5g1 in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under Rule 17a-3a1 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 in making the quarterly

securities examinations counts verifications and comparisons ii recordation of differences required by

Rule 7a- 13 or iii in complying with the requirements for prompt payment for securities of Section of

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an 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 control structure policies and procedures and of the practices and procedures referred to in the

proceeding paragraph and to assess whether those practices and procedures can be expected to achieve the

Commissions 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

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

INDEPENDENT ACCOUNTANTS REPORT ON INTERNAL CONTROL STRUCTURE

REQUIRED BY SEC RULE 17A-5
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Board of Directors

CapNet Securities Corporation

Page Two

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 they may become inadequate because of changes in conditions or that the effectiveness

of their design and operation may deteriorate

Our consideration of the internal control structure would not necessarily disclose all matters in the internal

control that might be material weaknesses under standards established by the American Institute of

Certified Public Accountants and Public Company Accounting Oversight Board United States

material weakness is condition in which the design or operation of the specific internal control

components does not reduce to 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 timely

period by employees in the normal course of performing their assigned functions However we noted no

matters involving the internal control structure including control activities for safeguarding securities

which we consider to be material weaknesses as defined above

In addition our consideration of the internal control structure indicated that the Company was in

compliance with the conditions of the exemption under Paragraph k2ii of Rule 15c3-3 and no facts

came to our attention indicating that such conditions had not been complied with during the period The

scope of our engagement did not include the Anti Money Laundering provision of the U.S Patriot Act

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the Commission to be adequate for its purpose 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 were adequate at December 31 2012 to meet the Commissions objectives

This report is intended solely for the information and use of the Board of Directors the Securities and

Exchange Commission 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

Dave Banerjee CPA
Woodland Hills California

February 18 2013
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INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED UPON PROCEDURES
RELATED TO AN ENTITYS SIPC ASSESSMENTRECONCILIATION

Board of Directors

CapNet Securities Corporation

Houston Texas

In accordance with Rule 7a-5 e4 under the Securities Exchange Act of 1934 have performed the procedures

enumerated below with respect to the accompanying Scheduled of Assessment and Payments Assessment

Reconciliation Fonn SIPC-7J to the Securities Investor Protection Corporation SIPC for the Year Ended

December 31 2012 which were agreed to by CapNet Securities Corporation and the Securities and Exchange

Commission Financial Industiy Regulatory Authority Inc and SIPC solely to assist you and the other specified

parties in evaluating CapNet Securities Corporations compliance with the applicable instructions of the General

Assessment Reconciliation Form SIPC-7 CapNet Securities Corporations management is responsible for CapNet

Securities Corporations compliance with those requirements This agreed-upon procedures engagement was

conducted in accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties specified in this report

Consequently make no representation regarding the sufficiency of the procedures described below either for the

purpose for which this
report

has been requested or for any other purpose The procedures performed and my

findings are as follows

Compared the listed assessment payment in Form SIPC-7 with respective cash disbursement records entries from

the cash disbursements journal and related bank statements and reconciliations noting no differences

Compared the amounts reported on the audited Form X-l7a-5 for the year ended December 31 2012 as

applicable with the amounts reported in Form SIPC-7 for the year ended December 31 2012 noting no differences

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

clearing firms records supporting securities revenues noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules and

working papers such as revenues from third party support and bank records supporting the adjustments noting no

differences

was not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly do not express such an opinion Had performed additional procedures

other matters might have come to my attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to

be and should not be used by anyone other than these specified parties

Dave Banerjee CPA
Woodland Hills California

February 18 2013
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SQUJES INVESTOR PROTECTION CORPORATION

/3/fJo185 toD.2 2OO928
fi--Ij

S1PC7

GeiieraI Assessment Reconciliation j-REV 1t10

For the fiscal year ended ______________________ 20_
Read carefully the instructions in your Working Copy teIore completing this Form

lOSE FILED BY ALL SJPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Members address Designatod Examining Authority 1934 Act registration no and month in which fiscal year ends for

purposes of the audit requirement of SEC Rule 17a-5

040635 FINRA DEC

CAPNSECURfl1S CORPORATiON 2121

1S721 FARKROWSThIOO
HOUSTONTX77OB4-7203

Nate If any of the information shown on the

miIing label requires correction p1 ease e-mail

any corrections to iorm@sipc.org and so

indicate onthe form filed

Nam and telephoneS number of person to

contact respecting this form

$2l5

f78

The SIPC member ubniitling this farm and the

person by whom it is xeouted represent thereby

that aU information contained hereifl is true correct rnPaler
and complete

Mjlhrized Sna1Lue

Dated the3r4ay 01 PMY 201- i/WMLIv fQj j/Jc1 AL.
TiJ

This form and the assessment payment Is due 60 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years in au easily accessible place

Poilmâr

LU
Calculations

LU

Exceptions

Disposition of exceptions

..SIPCL

33-REV 7110

General Assessment item 2e from paoe

Less payment mde with SIPC-6 filed exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

interest computed on late payment see instructicn at 20% per annum

Total assŁsmt balance and interst due or overpayment carried forward

PAID WITH THIS FORM
CheckØnclosed payable to SIPC

Total must be same as above

Overpayment carried forward

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

ece1ed
Reviewed

Docunientation___ Forward Copy

9% eit
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DETERMINATION OF SIPC NET OPERATING REVEN1JES
AND GENERALASSESSMENT

Aniounts.for the fiscal period

____--
arid ending

Etirntnate cönts

ig6i2
em No

Total revenue FOCUS Line 12/Part HA Line Code 4030

Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net toss from principal transactions in securities In trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted In deteTmining item 2a

Net loss from management of or participation the underwriting or ditrIbution of sdcurilies

Expenses other than advectising printing registration fees and legal lees deducted in determining net

profit from management of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

Deductions in excess of $100000 require documentation

TOtal interest and dividend expanse FOCUS line 22/PART HA line 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income $_______

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS tine Code 3960 $_______

Enter the greater of Une or ii

Total deductions

IPO Net Operating Revenues

eneral Assessment .0025

Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sate of variable annuities From the business of insurance from investment

advisory services rendered to registered Investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

ecurities transactions

Reiinbursemenls for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commerciat paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

relaled to the securities business revenue defined by Section 16t of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

vf1

19
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