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McGladrey Pullen LLP

Certified Public Accountants

1185 Ave of the Americas

New York NY 10036-2602
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www.mcgladrey.com

Independent Auditors Report

To the Stockholder

Molecular Securities Inc

New York New York

We have audited the accompanying statement of financial condition of Molecular Securities Inc the

Company as of December 31 2010 that you are filing pursuant to rule 17a-5 under the Securities

Exchange Act of 1934 This financial statement is the responsibility of the Companys management Our

responsibility is to express an opinion on the financial statement 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 statement of financial condition is free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the statement of financial condition An

audit also includes assessing the accounting principles used and significant estimates made by management

as well as evaluating the overall statement of financial condition presentation We believe that our audit of the

statement of financial condition provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects

the financial position of Molecular Securities Inc as of December 31 2010 in conformity with accounting

principles generally accepted in the United States of America

New York New York

February 28 2011

McGladrey is the brand under which RSM Mcoladrey Inc and McGladrey Pullen LLP serve clients business needs Member of RSM International network network of

The two firms operate as separate legal entities in an alternative practice structure independent accounting tax and consulting firms



Molecular Securities Inc

Statement of Financial Condition

December 31 2010

ASSETS

Cash 323090

Furniture and Equipment less accumulated depreciation of $538649 219591

OtherAssets 1114

Total assets 543795

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 19265

Income taxes payable 13525

Total liabilities 32790

Stockholders Equity

Common stock par value of $01 authorized issued and outstanding 100 shares

Additional paid-in capital 2598984

Retained earnings 2087980

Total stockholders equity 511005

Total liabilities and stockholders equity 543795

See Notes to Statement of Financial Condition



Molecular Securities Inc

Notes to Statement of Financial Condition

Note Organization

Molecular Securities Inc the Company was incorporated on June 19 2000 The Company is registered as

broker-dealer pursuant to the Securities Exchange Act of 1934 and is member of the Financial Industry

Regulatory Authority FINRA The Company renders financial advisory services to selected clients with

respect to merger and acquisition transactions

The Company operates under the provisions of Paragraph k2i of rule 5c3-3 of the Securities and

Exchange Commission the SEC and accordingly is exempt from the remaining provisions of that rule

Essentially the requirements of Paragraph k2i provide that broker-dealer who carries no margin

accounts promptly transmits all customer funds and delivers all securities received in connection with his

activities as broker or dealer does not otherwise hold funds or securities for or owe money or securities to

customers and effectuates all financial transactions between the broker or dealer and his customers through

one or more bank accounts each to be designated as Special Account for the Exclusive Benefit of Customers

of the Company are exempted from the remaining provisions of rule 15c3-3 including the requirement to

make the reserve computations under rule 15c3-3

Note Summary of Significant Accounting Policies

Furniture and Equipment Depreciation of furniture and equipment is provided for by the straight-line method

over the estimated useful life of the assets ranging from three to seven years

Income Taxes The Company with the consent of its stockholder has elected to be taxed as an

Corporation under Internal Revenue Code Section 1362a Under these provisions the Company is not

required to pay federal corporate income taxes instead the stockholder is liable for individual federal income

taxes on the Companys taxable income The Company continues to be taxed as Corporation in New

York City therefore these statements include provision for local corporate income taxes

Deferred income tax assets and liabilities are computed annually for differences between the financial

statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in the future

based on enacted tax laws and rates applicable to the period in which the differences are expected to affect

taxable income Valuation allowances are established when necessary to reduce deferred tax assets to the

amount expected to be realized

Financial Accounting Standards Board FASB Accounting Standards Codification Topic 740 Income

Taxes provides guidance for how uncertain tax positions should be recognized measured disclosed and

presented in the financial statements This requires the evaluation of tax positions taken or expected to be

taken in the course of preparing the Companys tax returns to determine whether the tax positions have

more-likely-than-not possibility of being sustained when challenged or when examined by the applicable

tax authority Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as

tax expense and liability in the current year

For the year ended December 31 2010 management has determined that there are no uncertain tax

positions With few exceptions the Company is no longer subject to income tax examinations by the U.S

federal state or local tax authorities for years before 2007

Accountinq Estimates The preparation of financial statements in conformity with generally accepted

accounting principles 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 amounts of revenue and expenses during the reported period Actual

results could differ from those estimates



Molecular Securities Inc

Notes to Statement of Financial Condition

Note Furniture and Equipment

Furniture and equipment consist of the following at December 31 2010

Furniture and equipment 525585

Artwork 147706

Automobile 84949

758240

Less accumulated depreciation 538649

219591

Note Net Capital Requirements

The Company is subject to the SECs Uniform Net Capital Rule SEC 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 The rule also provides that equity capital may not be withdrawn or cash

dividends paid if the resulting net capital ratio would exceed 10 to At December 31 2010 the Company

had net capital and net capital requirements of $290300 and $5000 respectively The Companys ratio of

aggregate indebtedness to net capital at December 31 2010 was 0.11 to

Note Income Taxes

The tax effects of temporary differences that give rise to significant portions of the deferred tax asset

presented in the accompanying balance sheet are as follows

Cash vs accrual timing differences 2000

Depreciation and amortization 12000

Operating loss carryforward local 273000

Valuation allowance 263000

Deferred tax asset

The Company reports its income and expenses for income tax purposes on the cash basis of accounting

deferred tax asset has been recorded relating to those items recognized for financial reporting principally

receivables and payables which are recognized for tax purposes when collected or paid The Company has

New York City operating loss carryforward of approximately $3082000 which expires in the years 2027

through 2030

full valuation allowance has been recognized against deferred tax assets as management determined that

it is more likely than not that the future benefit of the deferred tax assets may not be realized

Note Concentration of Credit Risk

The Company maintains its cash in bank accounts which at times may exceed federally insured limits The

Company has not experienced any losses in such accounts

All of the Companys fee income for 2010 was derived from advisory services for one client



Molecular Securities Inc

Notes to Statement of Financial Condition

Note Concentration of Credit Risk Continued

In 2008 the Company initiated lawsuit against one of its clients for recovery of approximately $2800000 for

advisory services provided during 2008 No revenue or related receivables have been recorded in these

financial statements in relation to this claim Counterclaims were received by the Company which were

dismissed in May 2010 by the Supreme Court of the State of New York New York County against which the

client has appealed

Note Defined Contribution Plan

The Company provides 401k plan for all full-time employees with at least one year of service

Note Subsequent Events

In preparing this financial statement the Company has evaluated events and transactions for potential

recognition or disclosure through February 28 2011 the date the financial statement was available to be

issued



Molecular Securities Inc

Statement of Financial Condition

December31 2010

Filed as PUBLIC information pursuant to Rule 17a-5d under Securities Exchange Act of

1934


