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BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606
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AMERICAN INSTITUTE OF (312) 939-0477
CERTIFIED PUBLIC ACCOUNTANTS
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(312) 939-8739

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Glenwood Securities, Inc.
New York, NY 10005

We have audited the accompanying statement of financial condition of Glenwood Securities, Inc.
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 Company’s 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 financial statement is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 statement referred to above presents fairly, in all material respects, the
financial position of Glenwood Securities, Inc. as of December 31, 2010, in conformity with
accounting principles generally accepted in the United States of America.

The accompanying financial statement has been prepared assuming that the Company will
continue as a going concern. As discussed in Note 2 to the financial statements, the Company’s
ability to continue in the normal course of business is dependent upon the success of future
operations. The Company has declining operating revenues and an operating loss, which raises
substantial doubt about its ability to continue as a going concern. Management’s plans in regard
to these matters are also described in Note 2. The financial statement does not include any
adjustments that might result from the outcome of this uncertainty.

_@Q Q\Dﬂ)\ @,R £6C.

Bradford R. Doole@kssociates

Chicago, Illinois
February 24, 2011



GLENWOOD SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31,2010

ASSETS |
Cash and cash equivalents ' S $. 21,706
Securities owned, at market value 7119
Total assets § 28825

LIABILITIES AND STOCKHOLDERS’ EQUITY

‘Liabilities
Accounts payable and accrued expenses $ 7,805

Stockholders’ Equity
Common stock, no par value;
authorized 200 shares; issued and -

outstanding 10 shares ~$ 10,000

Additional paid-in capital 100,000

Retained earnings (deficit) (88.980)
Total stockholders’ equity 21,020
Total liabilities and stockbolders® equity : $ 28825

The accompanying notes to the financial statements are an integral part of this statement.



' GLENWOOD SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2010

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash Equivalents - Cash equivalents are defined as certificates of deposit and
U.S. government obligations with an original maturity, when acquired by the
Company, of less than 90 days and those securities registered under the
Investment Company Act of 1940 which are comprised of cash and other short-
term debt instruments are commonly referred to as "money market funds."

Revenue Recognition — Securities transactions (and the recognition of related
income and expenses) are recorded on a trade date basis. Commission income
and related expense are recorded on a settlement date basis. There is no material
difference between settlement and trade date

Income Taxes - The Company has elected to be treated as an S Corporation
under the provisions of the Internal Revenue Code and New York State tax

- regulations. Under the provisions, the Company does not pay federal or state

~ corporate income taxes on its taxable income. Instead, the stockholders are liable
for individual income taxes on their respective shares of the Company’s taxable
income. The Company continues to pay New York C1ty general corporation
taxes. .

NOTE 4 - MARKETABLE SECURITIES OWNED

Marketable securities consist of traded securltles at quoted market value, as
illustrated below: ‘

Equities Owned 711

NOTE 5 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENT

" Asa secuntles bfoker ‘the Company is engaged in buying and selling securities
for a diverse group of institutional and individual investors. The Company
introduces these transactions for clearance to another broker—dealer ona 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 the customers’ ability to satlsfy their obligations to the Company and the



GLENWOOD SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2010

NOTE 3 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash Equivalents - Cash equivalents are defined as certificates of deposit and
U.S. government obligations with an original maturity, when acquired by the
Company, of less than 90 days and those securities registered under the
Investment Company Act of 1940 which are comprised of cash and other short-
term debt instruments are commonly referred to as "money market funds."

Revenue Recognition — Securities transactions (and the recognition of related
income and expenses) are recorded on a trade date basis. Commission income
and related expense are recorded on a settlement date basis. There is no material
difference between settlement and trade date.

Income Taxes - The Company has elected to be treated as an S Corporation
under the provisions of the Internal Revenue Code and New York State tax
regulations. Under the provisions, the Company does not pay federal or state
corporate income taxes on its taxable income. Instead, the stockholders are liable
for individual income taxes on their respective shares of the Company’s taxable
income. The Company continues to pay New York City general corporation
taxes.

NOTE 4 —- MARKETABLE SECURITIES OWNED

Marketable securities consist of traded securities at quoted market value, as
illustrated below:

Equities Owned 7,11

NOTE 5 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENT

As a securities broker, the Company is engaged in buying and selling securities
for a diverse group of institutional and individual investors. 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 the customers’ ability to satisfy their obligations to the Company and the



GLENWOOD SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 5 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENT (continued)

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
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 requirements and the clearing broker’s
internal guidelines. The Company monitors its customer activity by reviewing
information it receives from its clearing broker on a daily basis, and requiring
customers to deposit additional collateral, or reduce positions, when necessary.

NOTE 6 - NET CAPITAL REQUIREMENTS

The Company is a broker-dealer subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1). The Company is required
to maintain “adjusted net capital” equivalent to $5,000 or 6 2/3% of “aggregate
indebtedness” whichever is greater, as these terms are defined.

Adjusted net capital and aggregate indebtedness change from day to day, but at
December 31, 2010, the Company had adjusted net capital and net capital
requirements of $19,952 and $5,000, respectively. The net capital rule may
effectively restrict the payment of cash dividends.

NOTE 7 — ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

The Company has evaluated the effects of adoption of ASC 740, formerly known
as FIN No. 48, Uncertainty in Income Taxes, and has as of December 31, 2010,
determined that no provision for income taxes is required in the Company’s
financial statements. At December 31, 2010, management has determined that
there are no material uncertain income tax positions and no income tax liability for
uncertain tax positions has been recognized in the accompanying financial
statements. '

NOTE 8 - SUBSEQUENT EVENTS

In accordance with the provisions set forth in FASB ASC Topic 855, Subsequent
Events, management has evaluated subsequent events through February 24,2011, the
date the financial statements were available for issuance. Management has determined
that there are no material events that would require adjustment to or disclosure in the

Company’s financial statements.



BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606

Member TELEPHONE
AMERICAN INSTITUTE OF (312) 939-0477
CERTIFIED PUBLIC ACCOUNTANTS
ILLINOIS CPA SOCIETY FAX
(312) 939-8739
To the Board of Directors

Glenwood Securities, Inc.

In planning and performing our audit of the financial statements of Glenwood Securities, Inc.
(the Company) as of and for the year ended December 31, 2010, 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 auditing
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 and net capital under
Rule 172-3(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 judgements 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 propetly 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.



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 deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such
that there is a reasonable possibility that a material misstatement of the company’s financial
statements will not be prevented or detected and corrected on a timely basis.

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 above. However, our study and evaluation disclosed that a lack of segregation of
functions exists. Although this condition may be considered to be a material weakness in
internal control, it is a common condition in entities of this size. This condition was
considered in determining the nature, timing, and extent of the procedures to be performed in
our audit of the financial statements of Glenwood Securities, Inc. for the year ended December
31, 2010 and this report does not affect our report thereon dated February 24, 2011.

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, 2010, 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 Financial Industry Regulatory Authority, Inc. 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.
@Q \Q)\ Meoc.

Bradford R. Dooley ociates

Chicago, Illinois
February 24, 2011
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