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, swear (or affirm) that, to the best of

porting schedules pertaining to the firm of
, as

are true and correct. I further swear (or affirm) that

. . yneither tne company nor any partner, proprletor pr1nc1pal ofﬁcer or director has any proprletary interest in any aecount

classified solely as that ofa customer except as fOllOWS' .

Chxef Executlve Ofﬁcer

Tltle ,,,,,,
. BONNlE d SAP HS ,
- | NOTARY PUBLIC STATE OF TNylzw YORK |

This report * contal s (check all appllcable boxes): .

(a) Facing Pagg.

(b) Statement of Fmancral Condmon i

{c) Statement of Income (Loss) ’

(d) ;Statement of Chan ges in Financial Condition.

(e) Statement of Changes in Stockholders Equlty or Partners’ or Sole. Proprletors Capital:
(f) Statement of Changes in Llabllmes Subordmated to Clan’ns of Credltors .

(g) Computation of Net Capital. , , e

(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15c3 -3,

NOEE 0 ORENONEEEEZ

(k)

(6]

Information Relating to the Possesston or Control Requxrements Under Rule 15¢3- 3.

- A Reconciliation, including appropr:ate expla nation of the Computation of Net Capltal Under Rule 15¢3-1 and the

Computatlon for Determination of the Reserve Requlrements Under Exhibit A of Rule 15¢3-3.
A Reconciliation between the audrted and unaudited Statements of Fmanc1al Condition with respect to methods of
consolidation.

An Oath or Affirmation. ,’ ,

{m) A copy of the SIPC Supplemental Report.

(n)

A report describing any material inadequacies found to exist or found to'have existed since the date of the previous-audit.

X1 (0) Independent auditor's report on internal accounting control.
*¥* For conditions of confidential treatment of certain portions of this filing, see section 240.17a- 5(e)(3)
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CITRINCOOPERMAN

Attest & Assurance | Tax Compliance & Research | Specialty & Consuiting

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Gilford Securities Incorporated and Subsidiaries

We have audited the accompanying consolidated statement of financial condition of Gilford Securities
Incorporated and Subsidiaries (the "Company") as of December 31, 2010, that you are filing pursuant to
Rule 172-5 under the Securities Exchange Act of 1934. This consolidated financial statement is the
responsibility of the Company's management. Our responsibility is to express an opinion on this
consolidated 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 consolidated statement of financial condition is free of material misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated statement of financial condition, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall consolidated statement
of financial condition presentation. We believe that our audit of the consolidated statement of financial
condition provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Gilford Securities Incorporated and Subsidiaries as of
December 31, 2010, in conformity with accounting principles generally accepted in the United States of
America.

February 28, 2011

CITRIN COOPERMAN & COMPANY, LLP
529 FIFTH AVENUE NEW YORK, NY 10017 | TEL 212.697.1000 | FAX 212.697.1004 CITRINCOOPERMAN.COM

AN INDEPENDENT FIRM ASSOCIATED WITH MOORE STEPHENS



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010

ASSETS

Cash and cash equivalents

Cash and cash equivalents held at clearing broker, net
Commissions receivable

Securities owned, at fair value

Income taxes recetvable

Property and equipment, net

Security deposits

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
Accrued expenses
Notes payable
Deferred tax hability

Total liabilities
Commitments and contingencies (Notes 4, 6, 7, and 10)

Shareholders' equity:
Common stock - $.005 par value; 50,000 shares authorized,
6,065 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total shareholders' equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$ 120,275

$ 7931973

$ 1,635,000

31
2,369,864
2893173

—2.263,068
$ 7931973

See accompanying notes to consolidated statement of financial condition.
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GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 1

NOTE 2.

DECEMBER 31, 2010

ORGANIZATION

Gilford Securites Incorporated ("Gilford") is a broker-dealer registered with the
Securities and Exchange Commission ("SEC") and is a member of the Financial Industry
Regulatory Authority, Inc. ("FINRA"). Gilford was formed on September 24, 1979.
Gilford provides brokerage services to both institutional and individual investors and, as
required by Rule 15¢3-3, clears their securities transactions on a fully disclosed basis
through a clearing broker-dealer. The clearing broker carries all of the customer accounts
and maintains and preserves all related books and records. Gilford also conducts
underwriting and corporate finance activities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The accompanying consolidated financial statements include the financial condition,
activities and cash flows of Gilford Securitdes Incorporated, Gilford Financial
Corporation, and Gilford Insurance Agency Incorporated (collectively the "Company").
All significant intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates

The preparation of a consolidated statement of financial condition in conformity with
accounting principles generally accepted in the United States of America ("GAAP")
requires the Company's management to make estimates and assumptions that affect the
reported amounts of assets and liabiliies and disclosures of contingent assets and
liabilities at the date of the consolidated statement of financial condition. Actual results
could differ from those estimates.

Securities Transactions
Principal transactions are recorded on a trade-date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net in the consolidated statement of financial
condition.

Marketable securities are stated at fair value as determined by quoted market prices.
Securities not readily marketable are valued at fair value as determined by management.

Uncertain Tax Positions

The Company recognizes and measures its unrecognized tax benefits in accordance with
Financial Accounting Standards Board ("FASB") Accounting Standards Codification
("ASC") 740, Income Taxes. Under that guidance, the Company assesses the likelthood,
based on their technical merit, that tax positdons will be sustained upon examination
based on the facts, circumstances and information available at the end of each period.
The measurement of unrecognized tax benefits is adjusted when new information is
available, or when an event occurs that requires a change.




GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 2.

DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value Measurements

In January 2010, the FASB issued Accounting Standards Update ("ASU") No. 2010-06,
Improving Disclosures about Fair Value Measurements. This update amends FASB ASC 820,
Fair Value Measurements and Disclosures, to require new disclosures for significant transfers
in and out of Level 1 and Level 2 fair value measurements, disaggregation regarding
classes of assets and liabilities, valuation techniques, and inputs used to measure fair value
for both recurring and nonrecurring fair value measurements for Level 2 or Level 3.
These disclosures are effective for reporting periods beginning after December 15, 2009.
Additional new disclosures regarding the purchases, sales, issuances, and settlements in
the roll forward of activity in Level 3 fair value measurements are effective for fiscal years
beginning after December 15, 2010. The Company adopted certain of the relevant
disclosure provisions of ASU 2010-06 on January 1, 2010, and will adopt certain other
provisions on January 1, 2011.

Pursuant to FASB ASC 820, fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction to sell the asset
or transfer the liability occurs in the principal market for the asset or liability or, in the
absence of a principal market, the most advantageous market. Valuation techniques that
are consistent with the market, income or cost approach, as specified by FASB ASC 820,
are used to measure fair value.

Using the provisions within FASB ASC 820, the Company has characterized its
investments in securities, based on the order of liquidity of the inputs used to value the
investments, into a three-level fair value hierarchy. The fair value hierarchy gives the
highest order of liquidity to quoted prices in active markets for identical assets or
liabilities [Level 1], and the lowest otder of liquidity to unobservable inputs [Level 3]. If
the inputs used to measure the investments fall within different levels of the hierarchy,
the categorization is based on the lowest level input that is significant to the fair value
measurement of the investment.

The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Leve/ 1 inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Company has the ability to
access.

Leve/ 2 inputs to the valuation methodology include: quoted prices for similar assets
or liabilites in active markets; quoted prices for identical assets or liabilittes in
inactive markets; inputs other than quoted prices that are observable for the asset or
liability; and, inputs that are derived principally from or cotroborated by observable
market data by correlation or other means. If the asset or liability has a specified
(contractual) term, the Level 2 input must be observable for substantially the full
term of the asset or liability.

Leve/ 3 inputs to the valuation methodology are unobservable and significant to the
fair value measurement.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 2.

DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition

Commission revenues associated with transactions in securities are recorded on a trade-
date basis. Investment banking revenues include fees arising from securities offerings in
which the Company acts as an underwriter or agent, net of syndicate expenses, along with
fees earned from providing financial advisory services. Investment banking fees are
recognized at the time the transaction is consummated. Corporate finance revenues
represent fees earned from private placement offerings. Corporate finance fees are
recorded as revenue when the related service has been rendered and the client is
contractually obligated to pay.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of cash on deposit, money market accounts,
and investment grade commercial paper that are readily convertible into cash and
purchased with maturities of three months or less.

Concentration of Credit Risk
The Company maintains its cash accounts at one commercial bank in amounts that at
times may exceed the federal insurance limit.

Deferred Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of assets and
liabilities and their respective tax bases. Deferred tax assets and habilities 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. Temporary differences
relate primarily to provisions established for reserves for anticipated expenses and for
depreciation and amortization for income tax purposes and not financial reporting
purposes. The effect of a change in tax rates on deferred tax assets and liabilities is
recognized in income in the period that includes the enactment date. Deferred income
tax expense represents the change during the period in deferred tax assets and liabilities.
Valuation allowances are established, when necessary, to reduce the deferred tax assets to
their estimated net realizable value.

Property and Equipment

Property and equipment are carried at cost. Expenditures for maintenance and repairs are
expensed currently, while renewals and betterments that materially extend the life of an
asset are capitalized. The cost of assets sold, retired, or otherwise disposed of, and the
related allowance for depreciation, are eliminated from the accounts, and any resulting
gain or loss is recognized. Depreciation is provided on a accelerated basis over the
estimated useful lives of the assets, which range from five to seven years. For leasehold
improvements, depreciation is provided over the shorter of the life of the asset or the
term of the related lease.




GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 2.

NOTE 3.

NOTE 4.

NOTE 5.

NOTE 6.

DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Subsequent Events

In February 2010, the FASB issued an update to authoritative guidance relating to
subsequent events, which was effective upon the issuance of the update. The Company
adopted this authoritative guidance on December 31, 2010. The update to the
authoritative guidance relating to subsequent events removes the requirement for SEC
filers to disclose the date through which subsequent events have been evaluated in both
issued and revised consolidated financial statements.

The adoption of this update to the authoritative guidance relating to subsequent events
did not impact the Company’s consolidated financial position or operating results other
than removing the disclosure. The Company evaluates events occurring after the date of
the consolidated statement of financial condition for potential recognition or disclosure
in its consolidated statement of financial condition. The Company did not identify any
material subsequent events requiring adjustment to or disclosure in its consolidated
consolidated statement of financial condition.

PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31, 2010:

Furniture and fixtures $ 819,205

Leasehold improvements 228,854

1,048,059

Less: accumulated depreciation (721,884)

Property and equipment, net $__ 326175
CONTINGENCIES

The Company is subject to various regulatory and legal proceedings arising during the
ordinary course of operations. Management of the Company, after consultation with
outside legal counsel, believes that the ultimate resolution of these matters will not have a
material adverse effect on the Company's consolidated financial condition.

INCOME TAXES

With few exceptions, the Parent and the Company are no longer subject to federal, state
or local tax examinations by taxing authorities for years before 2007.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule ("SEC Rule 15¢3-1"),
which requires the maintenance of minimum net capital and that the ratio of aggregate
indebtedness to net capital, both as defined, not exceed 15 to 1. Net capital and aggregate
indebtedness change from day to day. At December 31, 2010, the Company had net
capital of approximately $3,961,000, which exceeds the Company's minimum net capital
requirement of $250,000. The Company's percentage of aggregate indebtedness to net
capital was 67.37% as of December 31, 2010.




GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE?7.

NOTE 8.

NOTE 9.

NOTE 10.

DECEMBER 31, 2010

LEASE COMMITMENTS

The Company leases its main office and other sales offices under non-cancelable leases
expiring through December 2016. At December 31, 2010, future minimum annual lease
commitments under all operating leases are as follows:

Year ending December 31:

2011 $ 764,205

2012 763,696

2013 785,940

2014 792,967

2015 800,145

Thereafter 292302
$.4199255

EMPLOYEE BENEFITS

The Company sponsors a 401(k) retirement plan for the benefit of participating
employees. The plan covers all employees meeting certain eligibility requirements. The
Company is under no obligation to make contributions to the plan. There was no charge
to operations under the plan for the year ended December 31, 2010.

The Company is primarily self-insured, up to certain limits, for employee group health
claims. Operations ate charged (1) with the cost of claims reported and (2) an estimate of
claims incurred but not reported. A liability for unpaid claims, including incurred-but-not-
reported losses, is determined by management and is reflected in the consolidated
statement of financial condition as an accrued liability. The determination of such claims
and expenses and the appropriateness of the related liability is continually reviewed and
updated.

CLEARING AGREEMENT AND REBATED FEES

The Company has a clearing agreement with a clearing broker under which clearing and
other related services are provided to the Company. Pursuant to the agreement, the
Company is entitled to certain rebates and other credits, as defined.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a securities broker-dealer, the Company is engaged in buying and selling securities for
a diverse group of institutdonal and individual investors. The Company's transactions are
collateralized and are executed with and on behalf of banks, brokers and dealers, and
other financial institutions. The Company introduces these transactions for clearance to
another broker-dealer on a fully disclosed basis.

The Company's exposure to credit risk associated with non-performance of customers in
fulfilling their contractual obligations pursuant to securities transactions can be directly
impacted by volatile trading markets, which may impair both the customers' ability to
satisfy their obligations to the Company and the Company's ability to liquidate the
collateral at an amount equal to the original contracted amount. The agreement between
the Company and its clearing broker-dealer provides that the Company is obligated to
assume any exposure related to such non-performance by its customers. The Company
seeks to control the aforementioned risks by requiring customers to maintain margin
collateral in compliance with various regulatory requitements and the clearing broker-
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GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 10.

NOTE 11.

NOTE 12.

DECEMBER 31, 2010

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK
(CONTINUED)

dealer's internal guidelines. The Company monitors its customer activity by reviewing
information it receives from its clearing broker-dealer on a daily basis and by requiring
customets to deposit additional collateral or reduce positions when necessary.

From time to time, the Company will hold positions of securities sold but not yet
purchased; therefore, it will be obligated to purchase such securities at a future date. The
Company has recorded these obligations in the financial statements at December 31,
2010, at the fair values of the related securities and will incur a loss if the market value of
the securities subsequently increases prior to the Company "closing” its position. The
value of securities sold short is collateralized by marketable securities and cash held by
the clearing broker when and to the extent such an obligation exists.

SHAREHOLDERS' EQUITY

Pursuant to the terms of a shareholder agreement, in the event of a shareholder's
termination of employment with the Company or the death of a shareholder, for a period
of 60 days the Company may redeem all or any part of the common shares owned by
such shareholder. The amount to be paid is based on the shareholder's equity per share,
as defined in the agreement. If the Company decides not to elect to purchase the shares,
then commencing on the eatlier to occur of 105 days after (1) the employees' termination
ot (2) the date the Company obtains actual notice of the death of a shareholder, for a
petiod of 30 days the shareholder (or his or her representative) has the right, after notice
to the Company, to require the Company to purchase such common shares based on a
calculation of shareholders' equity per share, as defined in the agreement.

During 2010, the Company purchased 445 shares of common stock from shareholders
for total consideration paid of approximately $386,226.

In addition, during 2010 the Company sold and issued 185 shares of common stock for
total proceeds of approximately $157,293.

During 2010, the Company paid to its shareholders cash dividends of $1,224,000.
RELATED-PARTY TRANSACTIONS

During January 2010, a shareholder advanced $900,000 to the Company. The loan is
unsecured and subordinated to the claims of other creditors. In addition, the loan bears
interest at a rate of 10% per annum and matures on December 31, 2014. The Company
accrued all interest expense during 2010 for a total liability of $1,000,000.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2010

NOTE 13. FAIR VALUE MEASUREMENTS

The following table presents the Company's fair value hierarchy for those assets
measured at fair value on a recurring basis as of December 31, 2010:

Level 1 Level 2 Level 3 Total
Money market funds $ 3,598,813 % - $ - $ 3,598,813
Equity securities owned, at
fair value 149,564 - - 149,564
Not readily marketable
securities - 10,152 70,000 80,152
Total $_3748377 % 10152 § 70,000 $_3.828529

Money market funds and equity securities owned are included in Level 1 as they are
valued at quoted market prices. Level 2 equity securities are also valued at the latest
quoted market prices but are treated as Level 2 due to their limited market activity. The
privately issued security was acquired during 2010. With respect to this privately held
security management believes the cost to the Company reflects fair value.

The following table presents a reconciliation of beginning and ending balances of the fair
value measurements using a significant unobservable inputs (Level 3) for the year ended

December 31, 2010:
Balance - beginning $ -
Purchases 70,000
Balance - ending $ 70000



