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OATH OR AFFIRMATION

ROBERT SAVAGE swear or affirm that to the best of

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

LEONARD SECURITIES INC as

of DECEMBER 31 20 10 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

Signature

Title

TM5 repor ins check

aicL
boxes ______

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital.
I1 Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

13 Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3
13 Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation ofthe Computation ofNet Capital Under Rule 5c3-I and the
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autht
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INDEPENDENT AUDITORS REPORT

Board of Directors

LEONARD SECURITIES INC
Oklahoma City Oklahoma

We have audited the accompanying statements of financial condition of Leonard Securities

Inc an corporation as of December 31 2010 and 2009 and the related statements of

income and comprehensive income changes in stockholders equity cash flows and changes

in liabilities subordinated to claims of general creditors for the years 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 audits

We conducted our audits 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 consideration of internal control over financial reporting as

basis for designing audit procedures that are appropriate in the circumstances but not for the

purpose of expressing an opinion of the effectiveness of the Companys internal control over

financial reporting Accordingly we express no such opinion 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 presentation We believe that our

audits provide reasonable basis for our opinion

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

the financial position of Leonard Securities Inc as of December 31 2010 and 2009 and the

results of its operations and its cash flows for the years then ended in conformity with

accounting principles generally accepted in the United States of America

DUVALL FORD PLLC
Certified Public Accountants

Atkins AR 72823

February 15 2011



LEONARD SECURITIES INC

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2010 AND 2009

2010 2009

ASSETS

CURRENT ASSETS

Cash and cash equivalents 75718 89907

Restricted cash deposit clearing organization Note 60000 60000
Securities-owned Note 9492 7928

Prepaid expenses 1809 446

Other receivable 76977 76383

Total current assets 223996 234664

PROPERTY AND EQUIPMENT NET Note 39889 47303

NONCURRENT ASSETS

Security deposits 3384 3384
Total Assets 267269 285351

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES

Accounts payable 18572 12353

Accrued liabilities 54341 77617

Total current liabilities 72913 89970

STOCKHOLDERS EQUITY

Common stock $1.00 par value authorized 50000

shares issued and outstanding 1096 shares 1096 1096

Additional paid-in capital 206104 206104

Retained earnings 19036 16447
Accumulated other comprehensive income 6192 4628

Total stockholders equity 194356 195381

Total Liabilities and Stockholders Equity 267269 285351

See accompanying notes to financial statements



REVENUE

LEONARD SECURITIES INC

STATEMENTS ON INCOME AND COMPREHENSIVE INCOME

YEARS ENDED DECEMBER 31 2010 AND 2009

2010 2009

Commissions

Principal transactions

Other Income

Interest Income

Total Revenue

888567

59916

174890

2744

1126117

667421

119730

271628

2866

1061645

OPERATING EXPENSES

Employee Compensation and Expenses

Regulatory Exchange Clearing fees and Expenses

Occupancy Expense

Communication

Contract Labor

Other Operating Expenses

Total Expenses

123193

21243

64798

15640

848089

55743

1128706

118601

15999

56395

26330

799356

50767

1067448

INCOME FROM OPERATIONS

OTHER INCOME EXPENSE
Sale of Asset

Dividends

2589 5803

NET INCOME 2589 5803

Other Comprehensive income

Unrealized gainsloss on available for sale securities

Unrealized holding gains during the period 1564

1564

COMPREHENSIVE INCOME 1025 7559

See accompanying notes to financial statements

1756
1756



LEONARD SECURITIES INC

STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

YEARS ENDED DECEMBER 31 2010 AND 2009

Balance December 31 2008

Dividends paid

Net income for the year

Unrealized holding gain

Common Additional Paid-In

Stock Capital Retained earnings

1096 206104 10644

5803

Accumulated Other

Comprehensive

Income Total

6384 202940

5803

1756 1756

Balance December 31 2009

Dividends paid

Net income for the year

Unrealized holding gain

Balance December 31 2010 1096 206104 19036 6192 194356

See accompanying notes to financial statements

1096 206104 16447 4628

2589

1564

195381

2589

1564



LEONARD SECURITIES INC

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31 2010 AND 2009

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 2589 5803
Adjustments to reconcile net income to net cash

from operating activities

Depreciation 18939 12534

Change in

Other receivable 594 16125
Prepaid expenses 1363 825

Accounts payable 6219 7394

Other liabilities 23276 16975

Net Cash From Operating Activities 2664 15800

CASH FLOWS FROM INVESTING ACTIVITIES

Purchased furniture and equipment 11525 1239
Net Cash Provided Used For Investing Activities 11525 1239

CASH FLOWS FROM FINANCING ACTIVITIES

Net Cash Provided Used For Financing Activities

NET CHANGE IN CASH AND CASH EQUIVALENTS 14189 14561

CASH AND CASH EQUIVALENTS BEGINNING OF YEAR 89907 75346

CASH AND CASH EQUIVALENTS END OF YEAR 75718 89907

See accompanying notes to financial statements



LEONARD SECURITIES INC

STATEMENTS OF CHANGES IN LIABILITIES

SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
YEARS ENDED DECEMBER 31 2010 AND 2009

2010 2009

Balance-January

Increase decrease

Balance- December 31

See accompanying notes to financial statements



LEONARD SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010 AND 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Leonard Securities Inc the Company was organized in the state of Oklahoma on February

1997 and is registered broker and dealer in securities under the Securities and Exchange

Act of 1934 The Company is primarily retail and institutional brokerage firm

Revenue Recognition

Revenues and expenses are accounted for on the accrual basis

Property and Equipment

Property and equipment are recorded at cost Depreciation of the property and equipment is

computed by the straight-line method over the estimated useful lives of the assets which

range from five to ten years Depreciation expense totaled $18939 and $12534 for years

ended December 31 2010 and 2009 respectively

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 reported amounts of

revenues and expenses during the reporting period Actual results could differ from those

estimates

Cash Equivalents

For purposes of the Statements of Cash Flows management considers all short-term

investments with an original maturity of three months or less to be cash equivalents As of

December 31 2010 and 2009 there are no cash equivalents

Advertising

The Company follows the policy of charging advertising to expense as incurred

Comprehensive Income

Statement of Financial Accounting Standards No 130 Reporting Comprehensive Income

SFAS 130 requires that total comprehensive income be reported in the financial statements

Total comprehensive income is presented on the Statements of Income and Comprehensive

Income



LEONARD SECURITIES INC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2010 AND 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Income Taxes

The Company is taxed as Subchapter Corporation under the Internal Revenue Code and

applicable state statues Under an S-Corporation election the income of the Corporation flows

through to the stockholder to be taxed at the individual level rather than the corporate level

Therefore no provision or liability for federal or state income taxes has been included in these

financial statements

Investments

All marketable securities are classified as available for sale Securities classified as

available for sale are carried in the financial statements at fair value Realized gains and

losses determined using the first-in first-out FIFO method are included in earnings

Unrealized holding gains and losses are reported in other comprehensive income

Accounts Receivable Commissions

The Company considers accounts receivable commissions to be fully collectible

Accordingly no allowance for doubtful accounts is deemed necessary If accounts become

uncollectible they will be charged to operations when that determination is made

Determination of uncollectibility is made by management based on knowledge of specific

accounts Past-due status is based on contractual terms Past-due accounts are not charged

interest

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business the companys activities involve the execution and settlement of

various securities transactions These activities may expose the company to off-balance sheet

credit and market risks in the event the customer or counter party is unable to fulfill its contractual

obligation Such risks may be increased by volatile trading markets

NOTE RELATED PARTY TRANSACTIONS
The company recognized reimbursement of overhead and shared office expense totaling

$92769 and $116364 from affiliated companies for the years 2010 and 2009 respectively

reflected on the Statement of Income and Comprehensive Income

NOTE RESTRICTED CASH DEPOSIT WTH CLEARING ORGANIZATION
Leonard Securities Inc used only one clearing house that required $50000 cash deposit

which may not be withdrawn for normal operating costs but is restricted to cover any errors

charged to Leonard Securities Inc not as result of the clearing organization



LEONARD SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010 AND 2009

NOTE PROPERTY AND EQUIPMENT
Following are the major classifications of property and equipment

2010 2009

Office Equipment $106217 94692
Leasehold Improvements 17950 17950

$124167 $112642
Accumulated Depreciation 84278 65339

39.889 47.303

NOTE DETERMINATION OF THE RESERVE REQUIREMENT

Exemption from SEC Rule 15c3-3 which requires computation of the reserve requirement is

claimed based on Section k2ii under the Securities Exchange Act of 1934 as an

introducing broker or dealer transacting security transactions on fully disclosed basis The

company does not maintain physical custody of securities or customer accounts Because of

such exemption the company is not required to prepare Computation of Determination of

Reserve Requirements and the schedule of Information Relating to Possession or Control

Requirements

NOTE INVESTMENTS

The table below provides detail of the investments

December 31 2010

Gross Estimated

Unrealized Gains Market

Shares Cost Losses Value

NASDAQ Stock 400 $3300 $6192 $9492

December 31 2009

Gross Estimated

Unrealized Gains Market

Shares Cost Losses Value

NASDAQ Stock 400 $3300 $4628 $7928



LEONARD SECURITIES INC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2010 AND 2009

NOTE INVESTMENTS CONTINUED
In 2009 the Company adopted the provisions of SFAS No 157 Fair Value Measurements

Using the provisions within SFAS No 157 the Company has characterized its investments in

securities based on the priority of inputs used to value the investments into three-level fair

value hierarchy The fair value hierarchy gives the highest priority to quoted prices in active

markets for identical assets or liabilities Level and the lowest priority to unobservable

inputs Level If the inputs used to measure the investments fall within different levels of the

hierarchy the categorization is based on the lowest level of input that is significant to the fair

value measurement of the investment

Investments recorded in the Balance Sheets based on the inputs to valuation techniques are

as follows

Level These are investments where values are based on unadjusted quoted prices

for identical assets in an active market that the Company has the ability to access

These investments are common stock

Level These are investments where values are based on quoted prices in markets

that are not active or model inputs that are observable either directly or indirectly for

substantially the full term of the investments

Level These are investments where values are based on prices or valuation

techniques that require inputs that are unobservable and significant to the overall fair

value measurement These inputs reflect assumptions of management about

assumptions market participants would use in pricing the investments

The following table presents the Companys hierarchy for the investments measured at fair

value on recurring basis as of December 31 2010

Quoted Market Prices In Other Observable Inputs

Active Markets Level Unobservable Inputs

Level Level3

Available-for-sale

securities

Exchange traded stock $9492 $0 $0

10



LEONARD SECURITIES INC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2010 AND 2009

NOTE COMMITMENTS
The Company is obligated under operating leases with remaining non-cancellable terms in

terms in excess of one year Additionally the company leased an automobile for period of

36 months commencing March 2010 for monthly amount of $408 Combined rent and lease

payments charged against operations for the year 2010 were $45859

Aggregate rentals for office space and autos as of December 31 2010 are as follows

2011 49785
2012 49785
2013 44896

NOTE ADDITIONAL CASH FLOW INFORMATION
The net increase in the unrealized holding gain loss on available for sale securities was

$1564 and $1756 respectively for the years ended December 31 2010 and 2009

NOTE DISCLOSURES ABOUT THE FAIR VALUE OF FINANCIAL INSTRUMENTS
Disclosure of the estimated fair value of financial instruments is required under the provisions

of Statement of Financial Accounting Standards SFAS No 107 Disclosures About Fair

Value of Financial Instruments Management believes that the carrying amounts of the

Companys financial instruments at December 31 2010 which include cash and cash

equivalents commissions receivable certificate of deposit and payables are reasonable

estimates of their fair value

NOTE 10 NET CAPITAL REQUIREMENT
The Company is subject to the Securities and Exchange Commission Uniform Net Capital 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 As of the

December 31 2010 the company had net capital of $143899 which was $93899 in excess

of its required minimum net capital of $50000 The Companys aggregate indebtedness to net

capital ratio was .51 to as of December 31 2010 There are no differences between net

capital as computed in Leonard Securities Inc.s Part IlA of Form X-17A-5 filed for the period

ended December 31 2010 and the net capital as computed on Page 14

NOTE 11 SUBSEQUENT EVENTS

Subsequent events through February 15 2011 are reflected in the accompanying financial

statements and the related notes

11
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