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OATH OR AFFIRMATION

I, ANDREW SYCOFF , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ANDREW GARRETT INC. , as

of DECEMBER 31, ~,2008 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

‘P((’_S('&/én%

4%” fow (oot £

Notary Public John Me Houl Jr.
Notary Pubiic, State of New York
Thxs report ** contains (check all applicable boxes): No. 01MC5016134

Qualified in Nassay County

(a) Facing Page. Commission Expires August 24808 2 c> o <Y

&l

Kl (b) Statement of Financial Condition.

Kkl (c) Statement of Income (Loss).

Kl (d) Statement of Changes in Financial Condition.

&l (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

&l (g) Computation of Net Capital.

Kl (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.

Bl () 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.

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

Bl (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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LIEBMAN GOLDBERG & HYMOWITZ LLP
Gertified SPublic @Accountants

595 Stewart Avenue, Suite 420
Garden City, New York 11530

Tel (516) 2286600
Fax (516) 228-6664

Independent Auditors’ Report

Board of Directors
Andrew Garrett, Inc.

We have audited the accompanying statement of financial condition of Andrew Garrett, Inc. as of
December 31, 2008, 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 1934. These financial statements are the responsibility of the Companys’ 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 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 Andrew Garrett, Inc. 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 information on pages 12-15 is presented for purposes of additional analysis and is not a
required 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 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.

Liebman Goldberg & Hymowitz, LLP

Garden City, New York

February 20, 2009



ANDREW GARRETT, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2008

ASSETS

Allowable Non-Allowable Total

Cash $ 1,026,826 $ - $ 1,026,826

Receivables from broker dealers
and clearing organizations 958,861 - 958,861
Deposit with clearing organization 35,000 - 35,000
Securities not readily marketable - 245,100 245,100
Property and equipment, net - 236,139 236,139
Deposits and prepaid expenses - 233,164 233,164
Other receivables - 269,336 269,336
Total assets $2,020,687 $ 983,739 § 3,004,426

LIABILITIES AND STOCKHOLDERS' EQUITY

Aggregate Nonaggregate
Indebtedness Indebtedness

Liabilities Liabilities Total
Liabilities:
Accrued commissions and payroll
payable $ 415,150 $ - $ 415,150
Accounts payable, taxes and
accrued expenses payable 678,632 - 678,632
Subordinated liabilities - 500,000 500,000
Total liabilities $1,093,782 $ 500,000 1,593,782
Commitments and Contingencies
Stockholders' Equity:
Common stock - no par value; voting;

1,000 shares issued and outstanding 445,336
Additional paid-in capital 4,375,408
Deficit (3,410,100)

Total stockholders' equity 1,410,644
Total liabilities and stockholders' equity $ 3,004,426

The accompanying notes are an integral part of these statements
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ANDREW GARRETT, INC.
STATEMENT OF INCOME

For the year ended December 31, 2008

Revenues:

Commission income $ 8,605,244

Trading and investment losses (26,269)

Investment banking income 2,859,384

Interest, and other income 1,117,600

Total revenues $ 12,555,959

Expenses:

Commissions 5,988,385

Salaries and related payroll taxes 2,702,143

Professional fees 318,914

Occupancy and equipment rental 752,691

Travel and entertainment 162,419

Telephone 210,943

Dues and regulatory expenses 238,353

Other administrative expenses 30,246

Clearance and execution costs 1,170,829

Marketing and advertising 42,003

Office expense and postage 205,333

Arbitration settlements 285,600

Insurance 106,492

Interest and penalties 32,619

Depreciation and amortization 19,092

Underwriting expenses 28,100

Charitable donations 12,000

Total expenses 12,306,162

Income before provision for income taxes 249,797
Provision for income taxes 63,705
Net income $ 186,092

The accompanying notes are an integral part of these statements
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ANDREW GARRETT, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

For the year ended December 31, 2008

Additional Retained

Number of Common paid-in Earnings
Shares Stock Capital (Deficit) Total
Balance
January 1, 2008 1,000 §$ 445,336 $4,375,408 $ (3,596,192) $ 1,224,552
Net income - - - 186,092 186,092
Balance
December 31, 2008 1,000 $ 445336 $4,375408 $ (3,410,100) $ 1,410,644

The accompanying notes are an integral part of these statements
4



ANDREW GARRETT, INC.
STATEMENT OF CASH FLOWS

For the year ended December 31, 2008

Cash Flows from Operating Activities:
Net income $ 186,092
Adjustments to reconcile net income to net cash

(used in) operating activities:

Depreciation and amortization 19,092
(Increase) Decrease in Operating Assets:

Receivables from brokers and dealers 402,176

Securities not readily marketable 71,900

Deposits and prepaid expenses (47,070)

Other receivables (227,246)
Increase (Decrease) in Operating Liabilities:

Aggregate indebtedness (747,638)
Subordinated loan payable -
Total adjustments (528,786)

Net cash (used in) operating activities (342,694)

Cash Flows from Investing Activities:
Purchase of fixed assets (6,406)
Net cash (used in) investing activities (6,406)

Cash Flows from Financing Activities:

Increase in subordinated liabilities 300,000
Net cash provided by financing activities 300,000
Net decrease in cash (49,100)
Cash - beginning of year 1,075,926
Cash - end of year , $ 1,026,826

Supplemental Disclosures:

Interest paid $ 32,619

Income taxes paid $ 63,705

The accompanying notes are an integral part of these statements
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ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008
Note 1 — Description of Business:

Andrew Garrett, Inc. (Company) formerly known as Midwest Discount Brokers, Inc., was
incorporated in the State of Missouri on March 18, 1992. The Company is a broker-dealer,
registered with the Securities and Exchange Commission and is a member of the National
Association of Securities Dealers, Inc. The Company began operating as an introducing
broker-dealer in July 1992. The Company does not hold funds or securities for, or owes any
money or securities to customers and does not maintain accounts of, or for, customers. The
agreement with the clearing broker requires the Company to assume the credit risk associated
with customer transactions.

In November 2001, the Company merged with Andrew Garrett Acquisition Corporation.
Andrew Garrett Acquisition Corporation, a Delaware Corporation, and affiliate of Andrew
Garrett Holding Corporation D/B/A Andrew Garrett, Inc. of New York, was formed for the
sole purpose of acquiring all of the outstanding common stock of the existing Midwest
Discount Brokers, Inc. Immediately subsequent to the acquisition of the stock of Midwest
Discount Brokers, Inc., the two Corporations completed a merger of the two existing
Corporations. At the time of the merger, Andrew Garrett Acquisition Corporation had no
assets or liabilities; all assets having been expended in the stock acquisition and no liabilities
incurred in said stock acquisition.

Upon completion of the merger the surviving entity cancelled all of the prior outstanding stock
certificates; changed the authorized share of common stock from the prior authorized common
stock to 1,000 shares of no par value stock and issued the new 1,000 shares. The surviving
entity changed its corporate name from “Midwest Discount Brokers, Inc.” to “Andrew Garrett
Inc.” and filed the election with the Secretary of State for the Company to operate under the
name "Andrew Garrett Inc." to facilitate the continuing operations with customers and
suppliers.

Note 2 — Summary of Significant Accounting Policies:

Nature of Business:

The Company is engaged in a single line of business as a securities broker-dealer, which
comprises several classes of services, including principal transactions, agency transactions,
investment banking, investment advisory, and venture capital businesses.

Securities Transactions:

Securities transactions (and related commission revenues and expenses) are recorded on a
settlement date basis; revenues and expenses would not be materially different if reported on a
trade date basis.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008

Note 2 — Summary of Significant Accounting Policies (Continued):

Market Value of Securities:

Securities owned are stated at quoted market values with the resulting unrealized gains and
losses reflected in the statement of income. Securities not readily marketable are valued at fair
value as determined by management.

Investment Banking:

Investment banking fee income represents fees earned from providing merger and acquisition,
financial restructuring advisory services, and acting as sales agent for issuing company’s
securities.

Property and Equipment:

Property and equipment are reflected at cost. For financial reporting purposes, depreciation is
computed using the straight-line method over the useful life of the asset while for income tax
reporting, depreciation is computed using the Modified Accelerated Cost System (MACRS)
over the statutorily prescribed recovery periods.

Maintenance and repairs, which neither materially add to nor appreciably prolong the life of the
property, are charged to expense as they are incurred. Gains in losses on dispositions of

property and equipment, as applicable, are included in income or expense.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amount of assets and liabilities, 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.

Fair Value of Financial Instruments:

SFAS No. 107, “Disclosures About Fair Value of Financial Instruments,” requires disclosure of
the fair value information, whether or not recognized in the balance sheet, where it is
practicable to estimate that value. The carrying value of cash approximates fair value.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008

Note 2 - Summary of Significant Accounting Policies (Continued):

Concentration of Credit Risk:

Financial instruments, which potentially expose the Company to concentrations of credit risk,
consist primarily of cash. The Company maintains some of its cash balances in accounts,
which exceed federally insured limits. It has not experienced any losses to date resulting from
this policy.

Recent Accounting Pronouncements:

Management has determined that there are no recent Financial Accounting Standards Board
pronouncements that have been issued that would have a material impact on the corporation's
accounting and disclosures.

Note 3 - Receivable from and Deposit with Clearing Organization:

The Company clears certain of its proprietary and customer transactions through another
broker-dealer on a fully disclosed basis. The receivables from broker dealers and clearing
organizations represents primarily cash held by the clearing organizations for commissions
generated in December 2008 and received in January 2009. The deposit with the clearing
organizations is required by the clearing agreement.

As stated in Note 2, the Company records securities transactions on a settlement date basis.
Further, the Company has agreed to indemnify its clearing organization for losses that the
clearing organization may sustain from the customer accounts introduced by the Company.

Should a customer not fulfill his obligation on a trade date transaction through December 31,
2008, the Company may be required to buy or sell securities at prevailing market prices in the
future on behalf of their customers. Subsequent to the balance sheet date, all unsettled trades at
December 31, 2008 settled with no resulting liability to the Company.



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2008

Note 3 - Receivable from and Deposit with Clearing Organization (Continued):

The Company is engaged in various trading and brokerage activities whose counter parties
include broker-dealers, banks, and other financial institutions. In the event counter parties do
not fulfill their obligations, the Company may be exposed to risk. The risk of default depends
on the creditworthiness of the counter party or issuer of the instrument. It is the Company’s
policy to review, as necessary, the credit standing of each counter party with which it conducts
business.

Amounts receivable from and payable to broker-dealers and clearing organizations at
December 31, 2008 consist of the following:

Receivable Payable

Receivable from clearing organizations $ 958,861 $ 0
Deposit with clearing organization 35.000 0
$_993861 $ 0
Note 4 — Property and Equipment:
Property and equipment consists of the following:
Years
Furniture and equipment $468,003 5-7
Leasehold improvements 272.853 39
Total 740,856
Less: accumulated depreciation
and amortization 504.717
$236,139

Depreciation and amortization expense for the year ended December 31, 2008 amounted to
$19,092.

Note 5 - Income Taxesi

A reconciliation of income tax for December 31, 2008 computed at the statutory federal rate to
income tax expense (benefit) is as follows:

Tax provision at the statutory rate of 35% $ 55,389
State income taxes, net of federal income tax 9.495
Total tax expense $_64.884



ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008

Note 5 - Income Taxes (Continued):

The tax effects of temporary differences that gave rise to significant portions of the deferred tax
assets and deferred tax liabilities were:

Deferred tax asset

Net operating loss carryforward $1,107,679
Less: valuation allowance (1,107.679)
Deferred tax asset $ -

In assessing the realizability of deferred tax assets, management considers whether it is more
likely than not that some portion or all of the deferred tax assets will not be realized. The
ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which those temporary differences become deductible.
Management considers the scheduled reversal of deferred tax liabilities, projected future
taxable income and tax planning strategies in making this assessment.

Because of the historical earnings history of the Company, the net deferred tax assets have been
fully offset by a 100% valuation allowance.

Note 6 - Securities not Readily Marketable:

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
cannot be offered or sold because of other arrangements, restrictions, or conditions applicable
to the securities or to the Company.

Note 7 - Net Capital Requirement:

The Company is subject to the net capital provisions of Rule 15¢3-1 of the Securities and
Exchange Act of 1934, which requires the maintenance of minimum net capital, as defined.
The Company has elected to use the basic method permitted by the rules, which require the
Company to maintain minimum net capital equal to the greater of $100,000 or 6 2/3% of
aggregate indebtedness (as defined). As of December 31, 2008, the Company’s regulatory net
capital was $926,905, which was $826,905 in excess of the minimum required.

Note 8 - Subordinated Liabilities:

The Company has entered into a subordinated loan agreement with RBC Correspondent
Services, a division of RBC Capital Markets Corporation in the amount of $500,000 dollars.
The maturity date of the agreement is December 31, 2011.

FINRA has found the above referenced agreement acceptable as a satisfactory subordination
agreement effective as of December 31, 2008.
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ANDREW GARRETT, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2008

Note 9 - Commitments and Contingencies:

The Company is obligated in leases at ten different locations with square footage ranging from
142 sq. ft. to 4,880 sq. ft. The terms of the leases varies.

Rent expense for the year ended December 31, 2008 was $732,416.

Minimum annual rental for the year ended:

2009  $285,687
2010 $302,782
2011 $ 5,000

In April 2003, the Company was served with an arbitration from one customer alleging
unsuitable stock trades and unauthorized transfers of funds from the account. The alleged
losses amounted to $1,000,000. The Company was served, as well as, their clearing
organization TD Waterhouse Investor Services, Inc. and the investment advisor Clashy and
Clashy Investment Management Inc. as co-defendants. Counsel for the Company has advised
that the Company has meritorious defenses and that the liability will ultimately fall upon the
co-defendants. However, counsel has further advised that the case is in the very early stages of
discovery and additional facts may ultimately come to light, which will possibly require
counsel to change their opinion. The NASD has required the Company to include this
arbitration in their aggregate indebtedness for purposes of calculating their ratios of aggregate
indebtedness to net capital. As a result of the above, the percentage of aggregate indebtedness
to net capital amounted to 225 percent.
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ANDREW GARRETT, INC.
COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS

For the year ended December 31, 2008

Net Capital
Total ownership equity from statement of
financial condition $ 1,410,644
Add
a) liabilities subordinated to claims of general
creditors allowable in computation of net capital 500,000
Total 1,910,644
Deductions and/or charges
a) total non-allowable assets from
statement of financial condition 983,739

Net capital before adjustments for haircuts on
securities positions and undue concentration. 926,905

Adjustments:
Haircut on securities -

Undue concentration -
Total adjustments -

Net capital $ 926,905
Minimum net capital $ 100,000
Excess net capital $ 826,905
Aggregate indebtedness $ 1,093,782

Percentage of aggregate indebtedness to
net capital (1,093,782 + 926,905) 118.0%

Percentage of aggregate indebtedness to net capital
as required by NASD (See Note 7) (2,093,782 + 926,905) 225.9%

See accountant's report.
12



ANDREW GARRETT, INC.
COMPUTATION OF DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15C3-3

DECEMBER 31, 2008

The Company has claimed exemption from Rule 15¢3-3 based on the fact that all customer transactions
are cleared through another broker dealer on a fully disclosed basis. In the opinion of the management of
Andrew Garrett, Inc., the conditions of the Company's exemption from rule 15¢3-3 were complied with
throughout the year ended December 31, 2008.

13



ANDREW GARRETT, INC.
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
UNDER RULE 15C3-1 BETWEEN THE UNAUDITED
FOCUS REPORT AND THE AUDITED FOCUS REPORT

For the year ended December 31, 2008

Net capital per unaudited focus report $ 955,007
Net capital per audited focus report 926,905
Difference to be reconciled $ 28,102
Additional year end adjustments 3 28,102

See accountant's report.
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ANDREW GARRETT, INC.
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF CREDITORS

For the year ended December 31, 2008

Subordinated balance - beginning of year
Additions - December 31, 2008 4% due December 31, 2011
(Decreases)

Subordinated balance - end of year

See accountant's report.
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ANDREW GARRETT, INC.
INDEPENDENT AUDITORS' REPORT
on
INTERNAL ACCOUNTING CONTROL

FOR THE YEAR ENDED DECEMBER 31, 2008



LIEBMAN GOLDBERG & HYMOWITZ LLP
C@ezliﬁie& SPublic @Accountants

595 Stewart Avenue, Suite 420
Garden City, New York 11530

Tel (516) 228-6600
Fax (516) 228-6664

Board of Directors
Andrew Garrett, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Andrew Garrett, Inc. (the Company) as of and for the year ended December 31, 2008 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 audit 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 capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control and 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.

A control deficiency exists when the design or operation of a control does not allow 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 a significant deficiency, or combination of significant deficiencies, that
results 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 was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control
activities for safeguarding securities that we consider to be material weaknesses, as defined
previously.

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, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the NASD, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to
be and should not be used by anyone other than these specified parties.
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Liebman Goldberg & Hymowitz LLP
Garden City, New York

February 20, 2009



