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OATH OR AFFIRMATION

I, Keith D. Geary , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Geary Securities, Inc. {The "Companv") — e, as
of December 31, ,20_1g ,aretruc and correct. I 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 a customer, except as follows:

il

AMYH%I?EIE*LN'& ' ' Signature
Siabe of Oklahoma A
Wy Commeron $00010188 s President and Chief Executive Officer
Title

otary Public

This report ** contains (check all applicable boxes):
[X (a) Facing Page.
[X (b) Statement of Financial Condition.
[X (c) Statement of Income (Loss).
[ (d) Statement of Changes in Financial Condition,
G (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3, .
O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
[&. () An Qath or Affirmation.
[3 (m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).



Contents

INDEPENDENT AUDITORS REPORT

STATEMENTS OF FINANCIAL CONDITION

STATEMENTS OF OPERATIONS

STATEMENT OF STOCKHOLDER’S EQUITY

STATEMENTS OF CASH FLOWS

NOTES TO FINANCIAL STATEMENTS
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL FOR BROKERS

AND DEALERS PURSUANT TO RULE 15¢3-1

UNDER THE SECURITIES EXCHANGE ACT OF 1934

REPORT ON INTERNAL CONTROL

Page

14

16



R BN T e

sl James Dee
AXR Johnson & Company
‘1} Certified Public Accountants PC

¥
‘.ii!l-ie 3608 NW 581h Street Oklahoma City, Oklahoma 73112

voloe 405.943.1272 fax 405.943.1315 email lxques

/

INDEPENDENT AUDITORS’ REPORT
Board of Directors and those Charged with Governance
Geary Securities, Inc.

We have audited the accompanying statement of financial condition of Geary Securities, Inc. (a wholly
owned Subsidiary) as of December 31, 2010 and the related statements of operations, changes in
stockholder’s equity, changes in liabilities subordinated to claims of general creditors, and cash flows for
the year 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 Company’s management. Our responsibility is to
express an opinion on these financial statements 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 statements are free of material misstatement. An audit includes examining,
on 2 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 statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present faitly, in all material respects, the
financial position of Geary Securities, Inc. as of December 31, 2010, and the results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

The accompanying financial statements have been prepared assuming the Company will continue as 2
going concern. As discussed in Note B to the financial statements the company has suffered losses from
operations and is facing pending regulatory actions in connection with its activities. These factors,
among others, as discussed in Note B, raise doubt about the Company’s ability to continue as a going
concern. The financials do not include any adjustments that might result from the outcome of this
uncertainty.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The infotmation contained in the Schedules I and IT is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respeetsiin relati

Oklahoma City, Oklaho
February 24, 2011




Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)

STATEMENTS OF FINANCIAL CONDITION

Year ended December 31, 2010

ASSETS
CASH AND CASH EQUIVALENTS $ 32,175
RECEIVABLES FROM CLEARING ORGANIZATIONS 138,562
PROPERTY AND EQUIPMENT, net 135,785
OTHER ASSETS 42,261
$348783
LIABILITIES AND STOCKHOLDER’S EQUITY

LIABILITIES

Accrued liabilities and payables $_ 17,008
COMMITMENTS AND CONTINGENCIES (notes B and F)
STOCKHOLDER’S EQUITY

Common stock - $.01 par value; authorized, issued and outstanding,

3,000,000 shares 30,000
Additional paid-in capital 569,975
Retained earnings (268,200)

331775
3§ 348,783

The accompanying notes are an integral part of these statements.
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Geary Securities, Inc.

(a wholly owned subsidiary of The Geary Companies, Inc.)

STATEMENTS OF OPERATIONS

Year ended December 31, 2010

REVENUES
Commmissions and trading profits
Management and underwriting fees
Interest and dividends
Other

Total revenues

EXPENSES
Employee compensation and benefits
Clearing, execution and account charges
Communications
Occupancy and equipment
Depreciation and amortization
Professional fees - other
Legal fees
Adverdsing
Research
Other operating

Total expenses

NET (LOSS) EARNINGS

‘The accompanying notes are an integral part of these statements.

3

2010

$ 2,892,491
635,482
25,114
4745

3,557,832

2,663,892
185,894
135,130
250,003

97,897
212,922
440,124
127,426

58,048
347,185

—_— e e

4,518,521

$._(960.689)



Geary Securities, Inc.

(a wholly owned subsidiary of The Geary Companies, Inc.)

¥ STATEMENT OF STOCKHOLDER’S EQUITY

Years ended December 31, 2010

Common
stock
Balance at the beginning of the year $ 30,000
Net loss -
Distribution to Parent -
| Balance at the end of the year $_30,000

Additional
paid-in
capital

$853,571

{283,596)

$269,975

Retained
earnings

$ 692,489

(960,689)

$(268,200)

The accompanying notes are an integral part of this statement.
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Total

$1,576,060

(960,689)

(283,596

$.331,775



Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)

STATEMENTS OF CASH FLOWS

Year ended December 31, 2010

OPERATING ACTIVITIES
Net (loss) earnings
Adjustments to reconcile net (loss) earnings to net cash provided by
(used in) operating activities
Depreciation and amortization
Changes in operating assets and liabilities
Receivables from clearing organizations
Securities owned
Receivable from parent
Accrued interest recetvable
Other asset
Accrued Habilities and payables

Net cash provided by (used in) operating activities

INVESTING ACTIVITIES
Purchase of property and equipment

FINANCING ACTIVITIES
Distribution to Parent

NET DECREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest

The accompanying notes are an integral part of these statements.
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2010

$ (960,689)

97,897
382,700
367,488
830,944

1,167
24,065

(594,403)

149,169

(1,999)

{283,596}

{136,426)
168,601

§__32175



Geary Secunites, Inc.
(a wholly owned subsidiary of The Geaty Companies, Inc.)
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE A - SUMMARY OF ACCOUN1ING AND REPORTING POLICIES

Geary Securities, Inc. (the “Company™) is registered as a broker-dealer under the Securities
Exchange Act of 1934 (the “Act”). The Company is wholly owned by The Geary Companies,
Inc. (the “Parent”).

'The Company operates as an introducing broker-dealer on a fully disclosed basis and offers its
clients (individual and institutional investors) a varety of products and services. The Company
also offers investrent banking and municipal finance services. The Company’s operations are
primarily in Oklahoma. The company closed its’ Texas operations during the year.

The accounting and reporting policies of the Company conform to accounting principles
generally accepted in the United States of America and reflect industry practices. The following
reptesents the more significant of those policies and practices.

1. Basis of Presentation

In preparing its financial statements, management is required to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and revenues and expenses during the reporting
petiod. Actual results could differ from those estimates.

2. Cash and Cash Fquivalents

The Company considers all liquid investments with original maturities when acquired of three
months or less to be cash equivalents. The Company maintains its cash in accounts which may,
at times, exceed federally insured limits. The Company has not experienced any losses in cash
and cash equivalents and believes it is not exposed to any significant risks. At December 31,
2010, the Company had bank balances of approximately $32,200 at one financial institution

3. Receivables From and Payable to Clearing Organizations

The Company clears certain of its proprietary and customer transactions through another broker-
dealer on a fully disclosed basis resulting in receivables from and payables to the clearing
organization. At December 31, 2010, receivables from clearing organizations also include
deposits with the clearing broker. At December 31, 2010, there was no payable to the clearing
organization.



Geary Secunties, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
NOTE A - SUMMARY OF ACCOUNTING AND REPORTING POLICIES - CONTINUED

4, Securites Transactions

Securities transactions and related commission revenue and expense are recorded on the trade
date as if they had settled. Management and underwriting fees are recorded at the time the
services are completed and the income is reasonably determinable.

5. Property and Equipment

Major classes of property and equipment consist of the following at December 31:

2010

Office equipment and furniture $ 292117
Software 7,370
Leasehold improvements 195,228
494,715

Less accumulated depreciation and amortization (358,930)

$135.785

Depreciation of property and equipment is calculated under an accelerated method using
estimated useful lives of three to seven years. Leasehold improvements are amortized over the
term of the lease.

The Company reviews the carrying value of long-lived assets used in operations when changes in
events or circumstances indicate the asset might have become impaired. The review is based on
comparing the carrying amount of the assets to the undiscounted estimated cash flows over the
remaining useful lives. If this review indicates that an asset has been impaired, the Company
records a charge to operations to reduce the asset’s carrying value to fair value, which is based on
estimated discounted cash flows.

6.  Income Taxes
‘The Company and the Parent previously made a qualifying subchapter S election. Accordingly,

income taxes on net earnings are not payable by the Company and are not reflected in the
accompanying financial statements.

7. Advertising Cost

The Company expenses the cost of advertising as incurred. Advertising expense for the years
ended December 31, 2010 approximately $127,000.



Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
NOTE A - SUMMARY OF ACCOUNTING AND REPORTING POLICIES - CONTINUED

8. Rule 15¢3.3

The Company is exempt from Rule 15¢3-3 under the provisions of subsection (k}(2)(if). Under
this exemption, the Computation for Determining Reserves Reguirements and Information Relating 1o the
Possession or Control Requirements are not required.

NOTE B - MANAGEMENT’S PLANS CONCERNING FINANCIAL CONDITION

The Company sustained 2 net loss for 2010 of approximately $930,000. These losses were
significant enough to cause the Company to fall below its regulatory net capital requirement for
one day in January 2010 and several days in February 2010. On February 5, 2010 and February
26, 2010, $75,000 and $750,000, respectively, was paid to the Company as a reduction of the
receivable due from Parent, a non-allowable asset for determining regulatory net capital. As a
result of these payments, the Company restored its compliance with the regulatory net capital
requirement.

On September 22, 2010, the Oklahoma Department of Securities (the “Department”) filed an
Enforcement Division Recommendation, requesting an order imposing a censure and civil
penalty in the amount of $250,000 against Geary Securities, a bar on two employees from being
registered in any capacity under the Oklahoma Uniform Securities Act of 2004. 'This was
requested by the Department based on an investgation conducted in connection with the
purchase, offer and/or sale of securities in and/or from the State of Oklahoma. A Request for
Hearing was filed on October 15, 2010. The hearing date was set and 2 hearing officer was
appointed. The hearing date was scheduled to begin on February 23, 2011, but has been
rescheduled for May 2011.

See note F for further discussion of the above matters.

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern; however, the uncertainty of the ultimate outcome of the above
noted investigations raise doubt about its ability to continue as a going concern.

The financial statements do not include any adjustments related to the recoverability of recorded
assets or to the amounts of liabilities or any other adjustments that might be necessary should
the Company be unable to continue as a going concern. The Company's ability to continue as a
going concern is dependent on matket conditions and its ability to maintain profitability and
maintain adequate regulatory net capital.

Management has improve profitability by cutting operation costs, staffing and other overhead.
The company made a profit in the period from August 1 through the end of the year. Although
there can be no absolute assurance, management believes the Company will be able to maintain
its regulatory net capital requirements through December 31, 2011.



Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
NOTE C - NET CAPITAL REQUIREMENT

‘The Company is subject to the Uniform Net Capital Rule (“Rule 15¢3-17) under the Securities
Exchange Act of 1934, which requires the maintenance of minimum net capital and that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-1
also limits the amount of capital withdrawals that can be made within any 30-day period without
notification to the Securities and Exchange Commission.

At December 31, 2010, the Company had an aggregate indebtedness to net capital ratio of .11 to
1, with net capital of $153,730 which was $53,730 in excess of its required net capital of $100,000.

NOTE D - EMPLOYEE BENEFITS

The Company has a 401(k) plan covering substantially all employees. The plan permits employer
discretionary contributions. During 2010, there were no discretionary contributions made.

NOTE E - FAIR VALUE OF FINANCIAL INSTRUMENTS

For cash and cash equivalents and receivables from and payable to clearing organizations, the
carrying amount is a reasonable estimate of fair value due to their short-term nature. Securities
owned are carried at fair value.

Generally accepted accounting principles defines fair value, establishes a framework for
measuring fair value and requires certain disclosures about fair value measurements.

Such principles establish a fair value hierarchy for valuation inputs that gives the highest priority
to quoted prices in active markets for identical assets or liabilities and the lowest priority to
unobservable inputs. The fair value hierarchy is as follows:

Level 1 Inputs to the valuaton methodology are quoted prices (unadjusted) for
identical assets or liabilities in active markets.

Level 2 Inputs to the valuation methodology include quoted prices for similar assets
and liabilities in active markets, and inputs that are observable for the asset
and lability, either directly or indirectly, for substantially the full term of the
financial instrument.

Level 3 Unobservable inputs for determining the fair values of assets or liabilities that
reflect an entity’s own assumptions about the assumptions that market
participants would use in pricing the assets or liabilides.

A description of the valuation methodologies used for instruments measured at fair value, as well
as the general classification of such instruments pursuant to the valuation hierarchy, is set forth
below. These valuation methodologies were applied to all of the Company’s financial assets
carried at fair value.



Geary Secunities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE F - COMMITMENTS AND CONTINGENCIES
Operating Leases
The Company leases certain office space and data information equipment under operating leases.

Total rent expense in 2010 was approximately $ 242,000.

Lease terms, excluding month-to-month arrangements, extend through 2011 and provide for
payments as follows:

Year ending December 31
2011 231,600
2012 23,200

$254.800

Security Transactions

The Company is subject to market and credit risk in connection with security transactions. The
Company is therefore exposed to risk of loss on these transactions in the event of the customers’
ot brokers’ inability to meet the terms of their contracts, in which case the Company may have to
purchase or sell securities at prevailing market prices which may not be sufficient to liquidate the
contractual obligation. The Company controls this tisk by monitoring the market value of
securities on a daily basis.

Under the terms of the Company’s agreement with its clearing organization, in the event that the
Company’s customers fail to pay for purchases or to supply securities sold, the Company would
be

obligated to indemnify the clearing organization for any resulting losses. The Company monitors
its customer activity by reviewing information it receives from its clearing organization on a daily
basis, monitoring the credit worthiness of the customers and requiring customers to deposit
additional collateral or reduce positions when necessary.

In the normal course of business, the Company enters into when-issued and underwriting
commitments. There were no such commitments at December 31, 2010.
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Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Companies, Inc.)
NO'TES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE F - COMMITMENTS AND CONTINGENCIES - CONTINUED

Litigation Matters

A customer alleges violation of the Oklahoma and Federal Securities laws and asserted a cause of
action for breach of fiduciary duties, suitability, overconcentration, negligence, failure to supervise
and lack of mental capacity on the part of the customer to enter into agreements. In 2006, the
customer contacted CWS about rolling over his 401k to an IRA. The customer was invested in
mutual funds and certain stocks, in accordance with his wishes to leave money to his children and
based upon his representation that he had sufficient income to cover his cost of living. During
the market crash of 2008, the customer’s account realized losses of approximately $50,000.
Arbitration was conducted before a FINRA Arbitrator on February 1-3, 2011. An award within
30 days from the conclusion of the arbitraion. However, arbitration claims of this type are
inherently unpredictable, with the risk of excessive verdicts not justified by the evidence.
Accordingly, it is possible that the ultimate resolution of this litigation could have a material
adverse impact on the Company’s results of operations, liquidity, and financial position.

On June 14, 2010 a customer issued a Demand for Arbitration and Statement of Claim. The
customer alleged fraud and other misconduct on the part of GSI, in connection with the sale of
certain securities to the customer. They sought actual damages of not less than $30,000,000 plus
punitive damages, costs interest, and attorneys; fees. At this time, the parties have begun issuing
discovery requests. Management believes the case is without merit and continues to vigorously
defend and contest the allegations and claims made. However, arbitration claims of this type are
inherently unpredictable, with the risk of excessive verdicts. Accordingly, it is possible that the
ultimate resolution of this litigation could have a material adverse impact on the Company’s
results of operations, liquidity, and financial position.

In the normal course of business, there are other legal actions and proceedings pending against
the Company. In management’s opinion, after consultations with outside counsel, the ultimate
liability, if any, resulting from these actions will not have a material adverse effect on the
Company’s financial position or results of operations.

Regulatory Enforcement Matters

On September 22, 2010, the Oklahoma department of Securities (the “Department”) filed an
Enforcement Division Recommendation, requesting an order imposing a censure and civil
penalty in the amount of $250,000 against Geary Securities, a bar on two employees from being
registered in any capacity under the Oklahoma Uniform Securities Act of 2004. This was
requested by the Department based on an investigation conducted in connection with the
purchase, offer and/or sale of securities in and/or from the State of Oklahoma. A Request for
Hearing was filed on October 15, 2010. The hearing date was set and a hearing officer was
appointed. The hearing date was scheduled to begin on February 23, 2011, but has been
rescheduled for May 2011. Management denies the material allegations of misconduct and sets
forth certain affirmative defenses and continue to vigorously defend and contest the charges and
allegations made by the Department. However, Management cannot predict or determine the
outcome of this matter. The amounts of any fines or penalties that might result from an adverse
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Geary Securities, Inc.
(a wholly owned subsidiary of The Geary Compantes, Inc.)
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTL IF - COMMITMENTS AND CONTINGENCIES - CONTINUED

outcome is between $0 or $250,000. It is possible that an adverse outcome could have a material
adverse impact on our results of operations, liquidity, and financial position.

The Company fail below its regulatory net capital requirement for one day in January 2010 and
several days in February 2010. On February 5, 2010 and February 26, 2010, $75,000 and
$750,000, respectively, were paid to the Company as a reduction of the receivable due from
Parent, a non-allowable asset for determining regulatory net capital. As a result of these
payments, the Company restored its compliance with the regulatory net capital requirement.

As required, notifications of net capital below minimum amount required were made to FINRA,
the Company’s regulatory organization, the SEC and the Company’s clearing organization
pursuant to SEC Rule 17a-11(b). As a result, FINRA has commenced an investigation into the
circumstances surrounding the notifications. The Company is cooperating fully with the FINRA
investigation and will provide FINRA with all requested information and documentation. Under
FINRA Sanction Guidelines, sanctions for net capital violations can include monetary sanctions
(fines) and suspension of all activities and functions for a period of time. As the investigation is
ongoing, the Company is unable to determine the status of the investigation or the possibility of
any sanctions or amounts of any monetary sanctions.

No provisions have been made in the accompanying financial statements for the potendal
arbitration awards or regulatory monetary sanctions since the ultimate liability cannot be
reasonably estimated.

NOTE G - CONCENTRATIONS

The Company received approximately 60% of its Commission revenue from 5 customers. If
these relationships are lost, the company may be exposed to risk.

‘The company clears it trades on a fully disclosed basis through one clearing firm. If this
relationship is terminated and a relationship with a new clearing firm cannot be established due
to the current pending regulatory actions (see footnote F) the company will be unable to process
its trades for its customners.
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Geary Securities, Inc.

(a wholly owned subsidiary of The Geary Companies, Inc.)

COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALERS PURSUANT TO
RULL 15¢3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934

December 31, 2010

NET CAPITAL
Total stockholder’s equity from statement of financial condition
Deductions and/or charges
Non-allowable assets

Property and equipment $ 135,785
Receivable from Parent -
Other assets 41,966

Net capital before haircuts on securities positions

Haircuts on securities positions
Trading and investment securities

NET CAPITAL
AGGREGATE INDEBTEDNESS
Total fiabilities from statement of financial condition
TOTAL AGGREGATE INDEBTEDNESS
NET CAPITAL REQUIREMENT
Minimum capital required to be maintained (the greater of $250,000 or 1/15
of aggregate indebtedness)
Excess net capital
Excess net capital at 1000% (1)
Ratio of aggregate indebtedness to net capital

{1} Computed using minimum capital required to be maintained
(the greater of $100,000 or 1/10 of aggregate indebtedness).

Reconciliation with Company’s Computation

There were no material differences in the computation of net capital under rule 15¢3-1 from the

Company’s computation

14

$ 331,775

(177,751)

154,024

294

$_(153.730)

$_ 17,008
$__17008

§__100,000
$__ 53730
§53,730
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Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5

Board of Directors and those charged with Governance
Geary Securities, Inc.

In planning and performing our audit of the financial statements of Geary Securities, Inc.
(the Company), (a wholly owned subsidiary of The Geary Companies, Inc.), 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
tests of compliance with such practices and procedures that we considered relevant to the
objectives stated in rule 17a-5(g) making the periodic computations of aggregate
indebtedness and net capital under rule 17a-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 foliowed by the company in any of the following:

1. Making the quarterly securities examinations, counts, verifications, and
Comparisons, and the recordation of differences required by rule 1 7a- 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 an
internal control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments 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 properly to permit the preparation of financial statements in

16



conformity with generally accepted accounting principles. Rule 1 7a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or 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 previously.

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 were adequate
at December 31, 2010, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Members, management, the
SEC, the Financial Industry Regulatory Authority, 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. \ :

Oklahoma City, Oklahoma /
February 24, 2011

j"
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James Dee
Johnson & Company
fz“g Certified Public Accountants PC
P
& 3608 NW 58th Stree; Oklahoma City, Oklahoma 73112
oma 731,

%% veicr 05943 1212 fax SIS.HR I35 omaid
S

To the Board of Directors and those charged with Governance
Geary Securities, Inc. (a wholly owned subsidiary of The Geary Companies, Inc.)

In accordance with Rule 172-5(){4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[General Assessment Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation
(SIPC) for the Year Ended December 31, 2010, which were agreed to by Geary Securities, Inc. and the
Securities and Exchange Commission, Financial Industty Regulatory Authority, Inc. and SIPC, solely to
assist you and the other specified parties in evaluating Geary Securities, Inc. compliance with the
applicable instructions of the General Assessment Reconciliadon (Form SIPC-7). Geary Securities, Inc..,
Inc.'s management is responsible for the Geary Securities, Inc.., Inc.'s compliance with those
requirements. This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records
entries in the check register and check clearing the bank noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31, 2010,
as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31, 2010, noting
no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers
noting no differences;

4, Proved the arithmetical accuracy of the calculatons reflected in Form SIPC-7 and in the related
schedules and working papers which include the income statement supporting the adjustments noting no
differences; and

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
petformed additional procedures, other matters might have come to our attention that would have been

reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended
to be and should not be used by anyone other than these specified parties.

/ &

February 24, 2011
Oklahoma City, Oklahofna
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SIPC-7

| (33-REV 7/10)

SECURITIES INVESTOR PROTECTION CORPORATION
: P.O. Box 92185 \2A£)azsgi_lrl1gté)§60D.C. 20090-2185

General Assessment Reconciliation

ember 31 2010
Copy bsfore completing this Form)

SIPC-7

(33-REV 7/10)

For the fiscal year ended Dec

(Read caretully the instructions in your Working
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1934 Act registration no. and month in which fiscal year ends for

1. Name of Member, address, Designated Examining Authority,
purposes of the gudit requirement of SEC Rule 17a-5:

7/ Note: If any of the information shown on the mailing label
048258 FINRA DEG '7 requires correction, please-e-mail any corrections to

GEARY SECURITIESINC 199 . - form@sipc.org and so indicate on the form filed.

ATTN: DENISE HINTZE % : _

244 N ROBINSON AVE STE 200 : )

OKLAHOMA CITY OK 73102-7109 % Name and telephone number of person to contact
T respecting this form.

| l 800-287-8734
BrZT 0
¢  8,226.30

2. A. General Assessment {item 2e from page 2)

( 5,898.39 )

B. Less payment made with SIPC-6 filed (exclude interest)

July 14, 2010
Date Paid

Less prior overpayment applied (
2337‘ | 2,327

.91
days at 20% per annum .00

« el
Total assessment balance an 9}35] $ 2,327.91

PAID WITH THIS FORM: ‘ Bl o
ack enclosed, payable to ¢
enclosed, pay s 2,327.91 v o ce C&,LQ/ $ “ :f’

y  Please et

Total (must be same as F above)
H. Overpayment carried forward
- o

[ o b Cfp,%

.00 )

Assessment balance due or {overpayment)

Interest computed on late payment {see instruction E) for______

d interest due (or overpaymént carried forward)

o M m O o

3. Subsidiaries (8) and predecessors (P) included in this form (give name and 1934 Act registration number):

None

“The ‘S‘IPC member submitting this form and the
person by whom it is executed represent thereby
that all information contained herein is true, correct Geax: Securities, Inc.

and complete W Partnership of other organization)

(Authbrized Signature)

Dated the 13thiay of January ,2011 Financial Principal
: (Title)

t is due 60 days after the end of the fiscal year. Retain the W
he)agest 2 years in an easily accessible place.’

This form and the assessment paymen orking Copy of this form
for a period of not less tha76 years,

/
£S5 Dates: /[Zﬁ[// /
eceje Reviewed

Postmarked

Calculations Documentation ——— Forward Copy —— o —

Exceptions:

IPC REVIEW

o Disposition of exceptions:




DETERMINATION OF "SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT

ltem No, L . s

Amounts for the fiscal period
beginning .01-01 __, 2010
and endingl12=31 2010

Eiimlnate cents

2b. Additfons:

2¢. Daductions:

2d. SIPG Net Operating Revenues

2a. Tolal revenue (FOCUS Line 12/Part lIA Line 9, Code 4030} 3,559,973
>
(1) Total revenues from the securities business of subsidiaries (excep! foreign subsidiaries) and %‘
predecessors not Included above, -0-4
{2) Net loss from principal transactions in securities in trading accounts. 2,297 f
{3} Net loss from principal transactions in commodities in trading accounts, ~0-
(4) Interes! and dividend expense deducted In delermining item 2a, =0-
{5) Net loss from management of or participation in the underwiiting or distribution of securities. =0-
{6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation In underwriting or distributlon of securities. =0=
{7} Net loss from securlties in investment accounts, =0=
Total addltions >79 FeD 3,852,696
(1} Revenues from the distribution of shares of a regisiered open end investment company or unit
Investment trust, from the sale of variable anauities, from the business of insurance, from investment
advisory services rendared to registered investment companies or insurance company separate
accounts, and from transactions in security futures products. 62,253.
(2} Revenues fram commodity transactions. =0~
(3) Commissions, floor hrﬁkerage and clearance paid lo other SIPC members in connaction with
securities transactions. : 202,765
{4) Reimbursements for postage In connection with proxy solicitation, ~0~-
{5) Net gain from securities in invesiment accounts. ()=
(6} 100% of commissions and markups earned from transactlons in {i) certificates of deposit and
{li) Treasury bills, bankers acceptances or commercial paper that mature nine months or less 0
from Issuance dale, i
{7) Direct expenses of printing adveriising and fegal fees Incurred In connection with other revanuve
. related to the securities business {revenue defined by Section 16{9){L) of the Act). =0~
{8) Other revenue no! related sither directly or indlractly to the securities business.
(Ses Instruction C}:
{9) (i} Total interest and dividend expense (FOCUS Line 22/PART lIA Ling 13,
Code 4075 plus line 2b(4) above} but not in excess
of total interest and dividend intome. $ 2,138
{if) 40% of margin Interest earned on cuslomers securities
accounts (40% of FOCUS line 5, Code 3960). $ ~0-
Enter the greater of line {i) or {if) 2,138
Total deductions 267,156
3,395 J14~ 00 ¢ 3,290,520
K35 O 8,226.30

2e. General Assessment @ .0025 )

(to page 1, ling 2.A.)




"€ GEARY SECURITIES, INC . ttwe a5

ONE LEADERSHIP SQUARE | SUITE 200 | 211 NORTH ROBINSON | OKLAHOMA C1TY,01( | 73102

ot Processing

M
SEC Section
March 24, 2011 MAR 25 201!
VIA EMAIL AND OVERNIGHT DELIVERY vvasnington, be
Attention: Odette F. Woitschek, Principal Regulatory Coordinator
1100 Poydras Street

Energy Centre, Suite 850
New Orleans, LA 70163-1108

Re:  Geary Securities, Inc.
2010 Annual Audit

Dear Ms. Woitschek:
This is in response and compliance with your letter dated March 14, 2011.
Enclosed please find the completed Form X-17A-5 Part II as requested.

The following responds to your request for a written statement as to how Geary
Securities, Inc. (the “Firm™) anticipates complying with the SEC’s Net Capital Rule on a
sustained basis. Included in the following response is a discussion of the sources and
amounts of anticipated funding in the next 12 to 24 months.

As a preliminary matter, we note that the context of the auditor’s qualified
statement appears to be attributable to the fact that the result of the pending matter
involving the Oklahoma Department of Securities (the “ODS Action”) is presently
unknown. The Firm’s position in connection with such action is that we disagree with
the allegations and intend to continue to vigorously contest and defend our rights.

Notwithstanding the unavoidable uncertainty surrounding the ODS Action, the
Firm has made significant positive progress in terms of its monthly breakeven point,
which is currently approximately $100,000, excluding legal expense. In addition, in light
of the reduction of the Firm’s net capital threshold to $100,000, a daily net capital
calculation is being performed and provided to the Firm’s Fin Op for daily monitoring.
The Firm has remained in compliance with its revised net capital threshold since the
change was made and has a high level of confidence that compliance will continue on a
consistent basis, The Firm has a high level of confidence that its current and expected
future profitability from its institutional customer base will enable the Firm to
consistently remain in capital compliance without outside funding requirements.

Thank you for the opportunity to provide this information concerning the Firm’s current
status and its anticipated future. I enjoyed the opportunity to meet you while I was in

/

(.

www.gearyco.com

TEL 405 235 5700 | 80C 297 8734 | FAX 405 231 0664




your office on November 16, 2010, and appreciate all you have done and continue to do
to assist us.

Sincerely,
KEITH G. GEARY
Encl

cc: SEC Regional Office —Fort Worth (1 copy)
SEC — Washington, DC (2 copies)



Geary Securities, Inc.
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