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OATH OR AFFIRMATION

NANCY CHINCHAR swear or affirm that to the best of my

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

SANDGRAIN SECURITIES INC as of DECEMBER 31 2010 are 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
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Signature
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Title

JON HEIMOWITZ

Notary Public State of New York
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of consolidation
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CITRINCOOPERMAN
Attest Assurance Tax Compliance Research Specialty Consulting

INDEPENDENT AUDITORS REPORT

To the Board of Directors and Shareholder

Sandgrain Securities Inc

We have audited the accompanying statement of financial condition of Sandgrain 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 this 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

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 on the

effectiveness of the Companys internal control over financial reporting Accordingly we express no

such opinion An audit also includes examining on test basis evidence supporting the amounts and

disclosures in the statement of financial condition 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 Sandgrain Securities Inc as of December 31 2010 in conformity

with accounting principles generally accepted in the United States of America

CERTIFIErU PUBLIC ACCOUN AN
February 28 2011

CITRIN COOPERMAN COMPANY LLP

529FIFTHAVENUE NEWYORKNY10017 TEL212.697.1000 FAX212.697.1004 CITRINCOOPERMAN.COM

AN INDEPENDENT FIRM ASSOCIATED WITH MOORE 5TEPHEN5



SANDGRAIN SECURITIES INC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 312010

ASSETS
Cash and cash equivalents 63136

Receivables from clearing organization 185575

Deposit with clearing organization 100000

Securities owned 76941

Employee receivables 38325

Furniture and equipment net of accumulated depreciation of $365720 35327

Prepaid expenses and other assets 115342

TOTAL ASSETS 614.846

LIABILITIES AND SHAREHOLDERS EOUITY

Liabilities

Commission payable 115374

Accounts payable and accrued expenses 67650

Subordinated borrowing 250.000

Total liabilities 433.024

Commitments and contingencies Note 11

Shareholders equity

Common stock no par value 200 shares authorized

10 shares issued and outstanding 1000

Additional paid-in capital 230158

Accumulated deficit 49.336

Total shareholders equity 181.822

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 614.846

See accompanying notes to statement of financial condition



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE ORGANIZATION AND NATURE OF BUSINESS

Sandgrain Securities Inc the Company wholly owned subsidiary of United

Business Owners Inc the Parent was incorporated under the laws of the State of

New York in October 1989 The Company conducts business as broker-dealer in

securities and is member of the Securities and Exchange Commission SEC and the

Financial Industry Regulatory Authority Inc FINRA The Company is engaged in

buying and selling securities for diverse group of institutional and individual investors

The Company also acts as an agent in the
private placement of securities

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

The Company records proprietary securities transactions and commission revenue and

related expenses on trade date basis The Company records revenue from private

placement fees as earned generally upon the closing of transaction

Use of estimates

The preparation of statement of financial condition 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 statement

of financial condition Actual results could differ from those estimates

Cash and cash equivalents

Cash and cash equivalents represent cash and highly liquid
investments with maturity

dates of three months or less from the date of acquisition

Furniture and equipment

Furniture and equipment are stated at cost less accumulated depreciation Depreciation

is computed on the straight-line basis over the estimated useful lives of the assets

Uncertain tax positions

The Company recognizes and measures its unrecognized tax benefits in accordance

with Financial Accounting Standards Board Accounting Standard Codification FASB
ASC 740 Income Taxes Under that guidance the Company assesses the likelihood

based on their technical merit that tax positions 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 change

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



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE 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 and Level 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 or Level These disclosures are effective for reporting periods beginning after

December 15 2009 Additional new disclosures regarding the purchases sales issuances

and settlements in the roilforward of activity
in Level 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 2010 and

will adopt certain other provisions on January 2011

Pursuant to FASB ASC 820 fair value is the price that would be received to sell an asset

or paid to transfer liability in an orderly transaction between market
participants at the

measurement date 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
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 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 and the lowest order of
liquidity to unobservable inputs 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 Companys fair value measurements are classified into one of three categories as

follows based on the measurement inputs

Level inputs are quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access at the measurement date An active market for

the asset or liability is market in which transactions for the asset or liability occur

with sufficient frequency and volume to provide pricing
information on an ongoing

basis

Level inputs are inputs other than quoted prices included within Level that are

observable for the asset or liability either
directly or indirectly Level inputs

include quoted prices for similar assets or liabilities in active markets inputs other

than quoted prices
that are observable for the asset or liability e.g interest rates and

yield curves observable at commonly quoted intervals or current market and

contractual prices for the underlying financial instrument as well as other relevant

economic measures If the asset or liability
has

specified contractual term the

Level input must be observable for substantially the full term of the asset or

liability



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Fair value measurements continued

Level inputs are unobservable inputs for the asset or liability
Unobservable inputs

shall be used to measure fair value to the extent that observable inputs are not

available thereby allowing for situations in which there is little if any market
activity

for the asset or liability at the measurement date Unobservable inputs shall reflect

the Companys own assumptions about the assumptions that market participants

would use in pricing the asset or liability including assumptions about risk

Securities transactions

Securities are recorded at fair value in accordance with FASB ASC 820 From time to

time the Company may sell securities not yet purchased short positions These

positions represent an obligation of the Company to deliver the specific
securities To

satisfy
this obligation the Company must acquire the securities at the prevailing market

prices in the future which may differ from the value when sold and may result in gain

or loss to the Company

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 financial statements

The adoption of this update to the authoritative guidance relating to subsequent events

did not impact the Companys financial position or operating results other than

removing the disclosure The Company evaluates events Qccurrlng after the date of the

statement of financial condition for potential recognition or disclosure in its statement

of financial condition The Company did not identify any material subsequent events

requiring adjustment to or disclosure in its statement of financial condition

NOTE EMPLOYEE RECEIVABLES

Employee receivables include advances
against

future commissions to be earned by

employees and loans The advances are generally short term and are recovered from

the commissions generated by these employees Loans to employees are longer in

duration and are covered by promissory notes Payment terms vary Advances and loans

are non-interest bearing The Company has provided an allowance for those advances

and loans that are considered doubtful of recovery At December 31 2010 the net

amount of advances and loans was $38325

NOTE RECEIVABLE ANI DEPOSIT WITH CLEARING ORGANIZATION

The receivable from
clearing organization primarily represents the net amount of

commissions receivable for customer transactions generated in December 2010 and

received in January 2011 The deposit with the clearing organization of $100000 is

required by the clearing agreement



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE FAIR VALUE MEASUREMENTS

The following are the major categories
of assets and liabilities measured at fair value

during the year ended December 31 2010

Fair Value Measurements

at Reporting Date Using

Quoted Prices

in Active Significant Significant

Markets for Other Unobservable

December 31 Identical Assets Observable Inputs

Description 2010 Level Inputs Level Level

Assets

Marketable securities 52859 52859

Non-readily

marketable securities 24.082 24.082

Total 76.941 52.859 24.082

The following table identifies the valuation of the Companys Level investments in

accordance with the FASB ASC 820 fair value levels as of December 31 2010

Level

Balance January 2010 29980

Transfers out of Level 6480
Total gains or losses 14812

Purchases issuances sales and

settlements 14.230

Balance December 31 2010 24.082

NOTE INCOME TAXES

The Company is included with its Parent in consolidated return for federal tax

purposes and combined tax returns for state and local purposes In accordance with the

intercorporate tax allocation policy the Company pays to or receives from the Parent

amounts equivalent to federal state and local income tax charges or credits based on

separate company taxable income or loss using the
statutory

rates Accordingly in 2010

the Company utiliaed its share of existing net operating loss carryforwards to reduce its

income tax provision to zero Should benefits be derived from the net operating loss

carryforward utilized in future
years

as result of the consolidated tax filings
the

Company would participate in these benefits under the Parents tax allocation policy



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE OFF-BALANCE SHEET AND CREDIT RISK

The Company clears all securities transactions through another broker-dealer on fully

disclosed basis The agreement between the Company and its clearing broker provides

that the Company is obligated to assume any exposure related to nonperformance by its

customers The Companys 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 Companys ability

to liquidate the collateral at an amount equal to the original
contracted amount The

Company seeks to control the risk associated with nonperformance by monitoring all

customer activity
and reviewing information it receives from its clearing broker on

daily
basis The Company also acts as an agent in the private placements of securities

As of December 31 2010 customer obligations to the clearing
firm were collateralized

by cash and securities with market values in excess of the obligations

The Companys cash and securities owned that are held at its clearing
broker are subject

to the credit risk of the clearing broker The Company maintains cash in bank accounts

that at times may exceed federally insured limits

NOTE FURNITURE AND EQUIPMENT

Furniture and equipment consisted of the following at December 31 2010

Furniture 153395

Equipment 236762

Leasehold improvements 10.890

401047

Less accumulated depreciation and

amortization 365.720

Furniture and equipment net 35.327

NOTE ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expenses consisted of the following at December 31

2010

Operating expenses 19022

Deferred rent 24287

Accrued salaries 18722

State and local taxes payable 5.619

67.650



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE 10 RELATED PARTY TRANSACTIONS

At December 31 2010 the Company had borrowings of $250000 from its Parent

which were unconditionally subordinated to all claims of general creditors pursuant to

written agreement The subordination agreement is subject to the rules and regulations

of the SEC and accordingly the borrowings are available in computing net capital as

defined The agreement is scheduled to mature on July 31 2012 unless extended The

loan bears interest at rate of 9.6% per annum During 2010 the Company paid its

Parent $24000 in interest on the loan

NOTE 11 COMMITMENTS AND CONTINGENCIES

Office leases

The Company leases office space and equipment under operating leases that expire at

varying dates through February 28 2017 The office lease contains provisions for future

rent increases The total amount of office lease payments due under the lease terms is

reflected in operations on the
straight-line

method over the term of the lease The

difference between rental expense recorded and the amount of rent actually paid is

reflected in the statement of financial condition and included in accounts payable and

accrued expenses Future minimum annual payments required as of December 31

2010 are as follows

Mirumum

Year ending December 31 lease payments

2011 222500

2012 166800

2013 162600

2014 166900

2015 171400

Thereafter 206.200

Total 1.096.400

litigation

In the normal course of business the Company may be party to litigation and various

regulatory matters The Company is defendant in FINRA arbitration filing brought

by former customers each making various claims including breach of fiduciary

responsibility negligence and failure to supervise The claimants are seeking to recover

in excess of $2900000 in the aggregate This matter is currently
in the discovery phase

and no date has been set for arbitration hearings Although the Company believes that

the claim is without merit and intends to vigorously defend its position the ultimate

outcome of this matter cannot presently be determined and the amount of liability
with

respect to it if any cannot be reasonably estimated Management of the Company

believes that there will not be any material adverse effect on the Companys financial

position



SANDGRAIN SECURITIES INC
NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

NOTE 12 REGULATORY REOUIREMENTS

As registered broker-dealer the Company is subject to the SECs Uniform Net Capital

Rule SEC Rule 5c3-1 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

Net capital and aggregate
indebtedness change from day to day At December 31

2010 the Company had net capital of $209813 which was $109813 in excess of the

Companys required minimum net capital of $100000 The Companys percentage of

aggregate indebtedness to net capital was 87.23% at December 31 2010

NOTE 13 CONTINUING OPERATIONS

The Parent has committed to provide capital to support the Companys continuing

operations as needed


