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INDEPENDENT AUDITORS REPORT

The Board of Directors

Bernardo First Securities Corporation

We have audited the accompanying statement of financial condition of Bernardo First Securities

Corporation as of September 30 2010 and the related statement of income changes in stockholders

equity and cash flows for the year 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 Firms

management Our responsibility is to express an opinion on these financial statements 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 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 audit provides reasonable

basis for our opinion

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

financial position of the Bemardo First Securities Corporation at September 30 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 audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedules II III and IV is presented for purposes of additional

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

required by rule 7a-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

Tarvaran Askelson Company LLP

\Lo
Laguna Niguel CA
November 15 2010



BERNARDO FIRST SECURITIES CORPORATION
Statement of Financial Condition

September 30 2010

ASSETS

Cash

Securities owned at market value Note

Deposit with clearing organization

Prepaid expenses and other

Property and equipment net of accumulated depreciation Note

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Liabilities

Accounts payable and accrued expenses

34899

5829

21059

3996

65783

1519

Total liabilities

Stockholders Equity

Common stock $10.00 par value 75000 shares authorized

2000 shares issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

1519

20000

5000

39264

64264

65783

See independent auditors report and accompanying notes to financial statements

RAN ASK LSON



Revenues

Commission revenues

Managed account fees

Mutual fund sales

Unrealized gain loss on securities owned

Total revenues 29472

Operating expenses

Trading costs

Compliance costs

Employee compensation and benefits

Professional fees

Office rent and administration
________________

Total operating expenses 28286

Income from operations

Other income expense

Interest income

Income before provision for income taxes

Provision for income taxes Note

Net income

1186

13

1199

800

399

BERNARDO FIRST SECURITIES CORPORATION

Statement of In come

For the year ended September 30 2010

9694

10607

9657

486

13187

7595

3319

4000

185

See independent auditors report and accompanying notes to financial statements

TAR VARAN ASKELSON



BERNARDO FIRST SECURITIES CORPORATION
Statement of Stockholders Equity

For the year ended September 30 2010

Common stock

Additional

Shares paid-in Retained

outstanding Amount capital Earnings Total

Balance September 30 2009 2000 20000 5000 38865 63865

Net Income 399 399

Balance September 30 2010 2000 20000 5000 39264 64264

See independent auditors report and accompanying notes to financial statements

TAR VARAN ASKELSON
______________________



BERNARDO FIRST SECURITIES CORPORATION
Statement of Cash FlOws

For the year ended September 30 2010

Cash flows from operating activities

Net income 399

Adjustments to reconcile net income to net cash used in operating activities

Unrealized loss on securities owned 486

Decrease increase in assets

Receivable due from clearing organization 1381

Deposit with clearing organization 1426

Decrease increase in liabilities

Accounts payable and accrued expenses 792

Net cash flows used by operating activities 2900

Net increase decrease in cash 2900

Cash at beginning of year 31999

Cash at end of year 34899

Supplemental disclosure of cash flow information

Cash paid for income taxes 800

Cash paid for interest

See independent auditors report and accompanying notes to financial statements



BERNARDO FIRST SECURITIES CORPOORATION
Notes to Financial Statements

September 30 2010

ORGANIZATON

Bernardo First Securities Corporation the Company was incorporated in the state of

California on January 19 1988 and began operations June 24 1988 as securities broker

The Company is registered with the Securities Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority F1NRA As of August

1992 the Company registered with the SEC as an Investment Advisor All customer

transactions are cleared through another broker dealer on fully disclosed basis The

Company will cease operations in November 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accountin2

These financial statements have been prepared on the accrual basis

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

the reported amounts of revenues and expenses during the reporting period Actual

results could differ from those estimates

Cash and Cash Efluivalents

The Firm considers cash equivalents to be all highly liquid debt instruments purchased

with an original maturity date of three months or less

Property and Efluipment and Depreciation

All property and equipment are recorded at cost and consisted of $17837 of office

equipment and furniture which was fully depreciated The Company incurred no

depreciation expense for the year ended September 30 2010

TARVARAJ ASKELSON
MU-



BERNARDO FIRST SECURITIES CORPOORATION
Notes to Financial Statements

September 30 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Fair Value of Financial Instruments

The Company immediately adopted FASB Accounting Standards Codification No 820

SFAS 157 Fair Value Measurements ASC 820 relates to financial assets and financial

liabilities ASC 820 establishes three-level valuation hierarchy for the use of fair value

measurements based upon the transparency of inputs to the valuation of an asset or

liability as of the measurement date

Level Unadjusted quoted prices in active markets that are accessible at the

measurement date for identical unrestricted assets or liabilities

Level Inputs other than quoted prices included within Level that are

observable for the asset or liability either directly or indirectly including

quoted prices for similar assets or liabilities in active markets quoted prices for

identical or similar assets or liabilities in markets that are not active inputs

other than quoted prices that are observable for the asset or liability e.g
interest rates and inputs that are derived principally from or corroborated by

observable market data by correlation or other means

Level Inputs that are both significant to the fair value measurement and

unobservable These inputs rely on managements own assumptions about the

assumptions that market participants would use in pricing the asset or liability

The unobservable inputs are developed based on the best information available

in the circumstances and may include the Companys own data

The following table presents the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurring basis as of September 30 2010

Level Level Level Total

Assets

Cash 55958 55958

Securities 5829 5829

Prepaid expenses 3996 3996

Liabilities

Accounts payable and accrued expenses 1519 1519

65783 1519 67302

TAR VARAN ASKELSON
__________



BERNARDO FIRST SECURITIES CORPOORATION
Notes to Financial Statements

September 30 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Income Taxes

The Company accounts for income taxes in accordance with Accounting Standards

Codification 740 ASC 740 Under the asset and liability method of ASC 740 deferred

tax assets and liabilities are recognized for the future tax consequences attributable to

differences between the financial statement carrying amounts of existing assets and

liabilities and their respective tax bases Deferred tax assets and liabilities are measured

using enacted tax rates expected to apply to taxable income in the years in which those

temporary differences are expected to be recovered or settled Deferred taxes were not

material for the year ended September 30 2010 The Company is subject to an $800

minimum California Franchise Tax

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date as

if they had settled Profit and loss arising from all securities and commodities transactions

entered into for the account and risk of the Company are recorded on trade date basis

Amounts receivable and payable for securities transactions that have not reached their

contractual settlement date are recorded net on the statement of financial condition

Concentration of Risk

The Company is engaged in various trading activities in which the counterparties

primarily include broker dealers and other financial institutions In the event that

counterparties do not fulfill their obligations the Company may be exposed to risk The

risk of default depends on the creditworthiness of the counterparty or issuer of the

instrument It is the Companys policy to review as necessary the credit standing of

each counter party

SECURITIES OWNED

Securities owned by the Company at September 30 2010 consist of an equity security

stated at market value The Company incurred an unrealized loss on this security for the

year ended September 30 2010

TAR VARAJ ASKELSON



BERNARDO FIRST SECURITIES CORPOORATION
Notes to Financial Statements

September 30 2010

RELATED PARTY TRANSACTIONS

The Company leases office space on month to month basis from Bernardo First Tax and

Estate Planning BFT company owned by the president of the Company The

Company paid no office rent to BFT for the year ended September 30 2010

RETIREMENT PLAN

Effective January 1996 the Company established simplified employee pension plan

for all eligible employees The Company made no contributions to the plan during the

year ended September 30 2010

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule Rule 15c3-1 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 and the rule of the applicable exchange also provides that equity capital

may not be withdrawn or cash dividends paid if the resulting net capital ratio would

exceed 10 to At September 30 2010 the Company had net capital of $59394 that

was $54394 in excess of the required net capital of $5000 The Companys percentage of

aggregate indebtedness to net capital at September 30 2010 was .03 to
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BERNARDO FIRST SECURITIES CORPORATION

Schedule

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

For the year ended September 30 2010

Net Capital

Total stockholders equity from statement of financial condition 64264

Deductions

Non-allowable assets

Prepaid expenses and other assets 3996

Property and equipment net

Tentative net capital 60268

Haircuts on securities

Other securities 874

874

Net capital 59394

Total aggregate indebtedness 1519

Minimum net capital required 5000

Excess net capital 54394

Ratio of aggregate indebtness to net capital 0.03

Reconciliation with Companys computation

Net capital as reported in Companys Part IT-A unaudited FOCUS report 59394

Net capital per above 59394

TARVARANASKaS0 .0.. 11



BERNARDO FIRST SECURITIES CORPORATION
Schedule II

Computation for Determination of Reserve Requirements

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

as of September 30 2010

The Company is claiming an exception from Rule 15c3-3 under provision 15c3-3k2ii

12



BERNARDO FIRST SECURITIES CORPORATION

Schedule III

Information Relating to Possession or Control Requirements

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

as of September 30 2010

The Company is claiming an exception from Rule 15c3-3 under provision 15c3-3k2ii

_______ 13



BERNARDO FIRST SECURITIES CORPORATION

Schedule IV

Schedule of Changes in Liabilities Subordinated to Claims of Creditors

as of September 30 2010

Not Applicable

thV RAN AsKasoNQ 14



TARVARAN ASKELSON
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Independent Auditors Report on Internal Control Required by SEC Rule 17a-5

Board of Directors

Bernardo First Securities Corporation

In planning and performing our audit of the financial statements and supplemental schedules of

Bernardo First Securities Corporation the Company for the year ended September 30 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-5g1 of the Securities Exchange Commission SEC we have

made 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-5g 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

Making the periodic computations of aggregate indebtedness or aggregate debts and net

capital under Rule 17a-3a iiand the reserve required by Rule 15c3-3e

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 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 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 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph



TARVARAN ASKELSON

Because 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 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 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 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 September 30 2010 to meet the SECs

objectives

This report is intended solely for the use of the Board of Directors management the SEC and

other regulatory agencies that 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

Tarvaran Askelson Company LLP

Laguna Niguel California

November 15 2010



TARVARAN ASKELSON
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Independent Accountants Report on Applying Agreed-Upon Procedures

Related to an Entitys SIPC Assessment Reconciliation

The Board of Directors

Bernardo First Securities Corporation

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

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments Assessment Reconciliation Form SIPC-7T to the

Securities Investor Protection Corporation SIPC for the Year Ended September 30 2010

which were agreed to by Bernardo First Securities Corporation and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and

the other specified parties in evaluating Bernardo First Securities Corporation compliance with

the applicable instructions of the Transitional Assessment Reconciliation Form SIPC-7T
Bernardo First Securities Corporation management is responsible for the Bernardo First

Securities Corporation 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 we 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 we performed and our

findings are as follows

Compared the listed assessment payments in Form STPC-7T with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended September

30 2010 as applicable with the amounts reported in Form SIPC-7T for the year ended

September 30 2010 noting no differences

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

papers noting no differences

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

related schedules and working supporting the adjustments noting no differences



We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our 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

Tarvaran Askelson Company LLP

\LLo
Laguna Niguel CA
November 15 2010

TARVARAN
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