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OATH OR AFFIRMATION

I, Jason Gladowsky , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Galdowsky Capital Management Corp. , as

of December 31 , 20 06 , are true and correct. I further swear {or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

, Yava

ALISON GLADOWSKY ( LL,
Notary Pubtic, State of New York Si
No. 02GLB033958 Qualfied in Suffolk Courty A
Commission Expires on July 14,2003 DJ Presidghnt

Notary Public

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

{a) Facing Page.

(b) Statement of Financial Condition.

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{e)} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors™ Capital.

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

(g) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i} 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

{1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O0K 0O HOKKOKKKKK

**For conditions of confidential treaiment of cerrain portions of this filing, see section 240.17a-5(e)(3).
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1375 Broadway 90 Merrick Avenue 330 Fifth Avenue
New York, New York 10018 East Meadow, New York 11554  Suite 1300

212.944.4433 516.228.9000 New York, New York 10001
212.944.5404 (fax) 516.228.9122 {tax) 212.686.2224
cpa@rem-co.com 212.481.3274 (fax)

CERNFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Stockholders and
Board of Directors of
Gladowsky Capital Management Corp.

We have audited the accompanying statement of financial condition of Gladowsky Capital Management Corp.
(the “Company”) as of December 31, 2006, and the related statements of income, changes in stockholders’
equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1834. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an apinion 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 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 Gladowsky Capital Management Corp. as of December 31, 2008, 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 a
whole. The accompanying supplementary information is presented for purposes of additional analysis and to
comply with the requirements of Ruie 17a-5 of the Securities Exchange Act of 1934 and is not a required part of
the basic financial statements. 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 a whole.

X Fie Mot #L 0wt

RAICH ENDE MALTER & CO. LLP
New York, New York '
February 27, 2007




GLADOWSKY CAPITAL MANAGEMENT CORP.

Statermnent of Financial Condition
December 31, 2006

ASSETS
Cash and cash equivalents $ 44712
Receivable from clearing broker 25,000
Securities owned:
Marketable - at market value 30,790
Not readily marketable - at estimated fair value 9,237
Furniture, equipment, and improvements - net 28,279
Prepaid expenses and other 13,987
$152.005
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accounts payable and accrued expenses 3 31,079
Stockholders' Equity
Common Stock, no par value, 200 shares authorized, 20,000
issued, and outstanding
Additiona! paid-in capital 274,570
Accumulated deficit (173,644}
120,926
$152,005

See noles to financial statements.
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GLADOWSKY CAPITAL MANAGENMENT CORP.

Statement of Operations
For the Year Ended December 31, 2006

Revenues
Investment advisory fees $ 854,142
Commissions 202,801
Loss on firm principal investments (853)
Other 76,589
Interest and dividends 2,002
1,134,481
Expenses
Salaries - officers 225,000
Salaries - other 239,398
Payroll taxes 28,731
Money manager fees 296,594
Occupancy cost - rent 27,500
Clearing costs 3,187
Communication and telephone 25,320
Office 31,182
insurance expense 64,322
Computer - 25,818
Professional fees 29,009
Registration, licenses, and fees 17,804
Subscriptions 11,331
Travel and entertainment 28,603
Retirement plan expense 12,960
Miscellaneous 78,482
1,145,251
Loss Before Depreciation and Amortization (10,770)
Depreciation and Amortization 11,817
Net Loss § (22.587)

See notes to financial statements.
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GLADOWSKY CAPITAL MANAGEMENT CORP.

Statement of Changes in Stockholders' Equily
For the Year Ended December 31, 2006

Common Additional Accumulated
Stock Paid-in Capital Deficit Jotal
Balance - December 31, 2005 $ 20000 % 274570 $ (151,057} $ 143,513
Net Loss - - {22,587) (22,587)
Balance - December 31, 2006 $__20000 _$ 274570 S __ (173644} § 120,926

See notes to financial statements.
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GLADOWSKY CAPITAL MANAGEMENT CORP.

Statement of Cash Flows
For the Year Ended December 31, 2006

Cash Flows From Operating Activities

Net loss $ (22,587)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 11,817

Changes in operating assets and liabilities:
{increase) decrease in:

Securities owned 4,380
Prepaid expenses and other (1,8986)
Increase (decrease) in:
Accounts payable and accrued expenses 4,141
{4.135)
Cash Flows From Investing Activities

Acquisition of equipment (1.921)
Decrease in Cash and Cash Equivalents {6,056)
Cash and Cash Equivalents - beginning 60,005
Cash and Cash Equivalents - end $ 53948

See notes to financial statements. 5




GLADOWSKY CAPITAL MANAGEMENT CORP.

Notes to Financial Statements
December 31, 2006

|

1 - ORGANIZATION AND BUSINESS

Gladowsky Capital Management Corp. (the “Company”) was incorporated on January 16, 1897
under the laws of the State of New York and maintains offices in Smithtown, New York.

The Company is registered with the Securities and Exchange Commission as a broker/dealer
pursuant to the Securities Exchange Act of 1934. It is a member of the National Association of
Securities Dealers (NASD) and the Securities Investor Protection Corporation.

The Company provides investment advisory services on a fee basis computed as a percentage of
assets under management and earns commissions from the purchase and sale of securities on
behalf of customers as an introducing broker. All transactions related to publicly traded equity and
debt securities are cleared through another broker/dealer (the "Clearing Broker") on a fully
disclosed basis and, therefore, the Company is exempt from SEC Rule 15¢3-3.

2« SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Cash Equivalents - For purposes of the Statement of Cash Flows, the Company considers
all short term debt securities purchased with a maturity of three menths or less as well as
money market funds to be cash equivalents.

b.  Securities Transactions - Securities transactions and the related revenue and expenses are
recorded on the trade date basis. Marketable securities are valued at market value and
securities not readily marketable are valued at fair value as determined by management.

c. Revenue Recognition - Investment advisory fees are charged to customer accounts based
on the value of the customers’ assets managed by the Company and although the fees are
deducted from the customers' accounts in advance in accordance with the respective
agreements between the customer and the Company, the Company recognizes these fees
as revenue when earned. Commissions on trades executed on behalf of customers related to
securities traded on exchanges registered with the SEC are recorded on a trade date basis
as required by accounting principles generally accepted in the United States of America.

d. Depreciation and Amortization - Furniture, equipment, and improvements are stated at
cost. Replacements, maintenance, and repairs which do not improve or extend the life of an
asset are expensed. Equipment, fixtures, and improvements are depreciated or amortized
using the straight-line or accelerated methods over estimated useful lives of five to seven
years.

e. Income Taxes - The Company has elected under the Internal Revenue Code and New York
State tax regulations to be treated as an S corporation. The stockholders of an S corporation
individually report for tax purposes their proportionate share of the Company's taxable
income or loss. Therefore, no provision or liability for Federal or New York State income
taxes has been included in these financiat statements.

Continued 6
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Continued

f. 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. These estimates and assumptions affect the reported amounts
of assets and liabilities and the 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.

RecEIvABLE FrRom BROKER

The clearing and depository operations for the Company’s and customers' securities transactions
are provided by a Clearing Broker pursuant to a clearance agreement. At December 31, 2008,
the amount due from the Clearing Broker represents cash deposits maintained at the Clearing
Broker.

The Company has agreed to indemnify the Clearing Broker for losses that it may sustain from the
customer accounts introduced by the Company. Losses, if any, on customer accounts are
recorded as an offset of commission income.

SECURITIES OWNED

Securities owned by the Company consist of marketable securities valued at market value which as
of December 31, 2008 consist of 1,000 shares of NASDAQ Stock Market, Inc ("NASDAQ").

Securities not readily marketable include investment securities (a) for which there is no market on a
securities exchange or no independent publicly quoted market, (b} that cannot be publicly offered or
sold unless registration has been effected under the Securities Act of 1933, or (c) that cannct be
offered or sold because of other arrangements, restrictions, or conditions applicable to the
securities or to the Company.

At December 31, 20086, restricted securities valued at estimated fair values, which approximate
market value, consist of 300 shares of NASDAQ Stock Market, Inc (‘NASDAQ").

FURNITURE, EQUIPMENT, AND IMPROVEMENTS

Furniture, equipment, and improvements are stated at cost and are summarized as follows:

Furnitue and fixtures $ 70,095
Equipment - office and data processing 71,820
Leasehold improvements 8,375
150,290
Less: Accumulated depreciation
and amortization 122,011
S 28275,

Depreciation and amortization expense for the year ended December 31, 2006 amounted to
$11,817.
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RELATED PARTY TRANSACTIONS

Effective November 1, 2003, the Company leases its office facility from a related company on a
month-to-month basis. Rent expense for the year ended December 31, 2006 was $27,500.

EmMPLOYEE BENEFIT PLAN

The Company has a retirement plan for the benefit of all eligible full-time employees who have at
least one year of service and are at least 21 years of age. The plan provides for an annual
contribution by the Company, at the discretion of the stockholders. The contribution is limited to 3%
of eligible salaries or 100% of the contribution made by the employee. Contfribution expense for the
year ended December 31, 2006 was $12,960.

CONTINGENCIES

The Company maintains cash balances at financial institutions subject to Federal Deposit
Insurance Corporation {"FDIC") regulations. At times, amounts on deposit exceed the FDIC
insurance limit of $100,000.

NET CaritaL REQUIREMENTS

The Company is subject to the Uniform Net Capital requirements of the Securities and Exchange
Commission (“SEC™) Rule 15¢3-1. The SEC Rule 15¢3-1 requires that the Company maintain
minimum net capital, as defined, and aggregate indebtedness and debt-to-debt equity ratios. At
December 31, 20086, the Company had net capital, as defined, of $598,170, which was $54,170 in
excess of its required net capital of $5,000. The Company's net capital ratic was 0.53 to 1.

At December 31, 2006, the Company was in compliance with the requirements of SEC
Rule 15¢3-1.

OrF-BALANCE-SHEET RISK

Pursuant to a clearance agreement, the Company introduces all of its securities transactions to a
clearing broker on a fully-disclosed basis. All of the customers' money balances and long and short
security positions are carried on the books of the clearing broker. In accordance with a clearance
agreement, the Company has agreed to indemnify the clearing broker for losses, if any, which the
clearing broker may sustain from carrying securities transactions introduced by the Company. In
accordance with industry practice and regulatory requirements, the Company and the clearing
broker monitor collaterat on the customers' accounts.

In the normal course of business, the Company's 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 cr other broker is unable to fulfill
its contracted obligations and the Company may incur a loss if it has to purchase or sell the
financial instrument underlying the trade or contract.



GLADOWSKY CAPITAL MANAGEMENT CORP.

Supplementary Information - Computation of Net Capital Under Rule 15¢3-1 of
the Securities and Exchange Comimission
December 31, 2006 Schedule !

COMPUTATION OF NET CAPITAL

Total Stockholders' Equity Qualified For Net Capital $ 120926
Deductions:
Non-allowable assets - assets not readily convertible to cash:
Equipment, fixtures, and improvements - net book value 28,279
Prepaid expenses and other 13,987
42,266
Net Capital Before Haircuts 78,660
Haircuts on Securities
Other securities 13,856
Undue concentration 4824
Other 810
19,490
Net Capital 59,170

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Computation of Aggregate Indebtedness

Accounts payable and accrued expenses 31,079
Total Aggregate Indebtedness $ 31079
Minimum Net Capital Requirement - the greater of 6.67% of adjusted aggregate

indebtedness of $31,079 or $5,000 $___5.000
Net Capital in Excess of Requirement § 54,170
Percentage of Aggregate indebtedness to Net Capital 52.52%
Ratio of Aggregate Indebtedness to Net Capital 0.53tc 1




GLADOWSKY CAPITAL MANAGEMENT CORP.

Supplementary Information - Computalion For Determination of Reserve Reguirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2006 Schedule If

The provisions of Rule 15¢3-3 are not applicable to the Company as of December 31, 2006 in accordance with
Rule 15¢3-3(k)(2){ii).
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GLADOWSKY CAPITAL MANAGEMENT CORP.

Supplementary Information - Reconciliation Under Rule 17a-5(d}(4)
of the Securities and Exchange Commission
December 31, 2006

Schedule Il
RECONCILIATION OF COMPUTATION OF NET CAPITAL
Net capital, per FOCUS Report, Part lIA $ 67,021
Difference in securities haircuts related to restricted securities (7.851)
Net capital, as defined, per Schedule | § 59,170

11




1375 Broadway 20 Merrick Avenue 330 Fifth Avenue
New York, New York 10018 East Meadow. New York 11554 Suite 1300
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL REQUIRED BY SEC RULE 17Aa-5

To the Stockholders and
Board of Directors of
Gladowsky Capital Management Corp.

In planning and performing our audit of the financial statements of Gladowsky Capital Management Corp. (the
“Company’), as of and for the year ended December 31, 2006, in accordance with auditing standards generally
accepted in the United States of America we considered the Company’s internal control over financial reporting
(internal control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Company's
internal control. Accordingly, we do not express an opinion on the effectiveness of the Company's 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 consideration of control activities for
safeguarding securities. This study included tests of such practices and procedures that we considered relevant
to the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or
aggregate debits) and net capita! under Rule 17a-3(a)(11) and for determining complfiance 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 securities examinations, counts, verifications, and comparisons and recordation of
differences required by Rule 17a-13.

2. Complying with the reguirements 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 fuffilling 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.

Because of inherent limitations in any internal control or the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaiuation 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.

12




To the Stockholders and

Board of Directors of
Gladowsky Capital Management Corp.
Page Two

A control deficiency exists when the design or operation of a control does not aliow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control.

A material weakness is significant deficiency, or combination of significant deficiencies, that resuits in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity’s internal control.

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 one or more of the internal control
components does not reduce to a relatively low leve! the risk that misstatements caused by 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 the 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 a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures, as described in the second
paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, New
York Stock Exchange, and other regulatory agencies which 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.

?«% Sl Mot 445 ut

AICH ENDE MALTER & CO. LLP
New York, New York
February 27, 2007

END
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