
SECURITIES ND FXCHANGF COMMiSSION UNITED STATES 0MB APPROVAL
3235-0123RCIVED SECURITIES AND EXCHANGE COMMISSION

Expires April 30 2013
Washington D.C 20549

Estimated average burdenMAR 2011
hours per response 12.00

ANNUAL AUDITED REPORT
SEC FILE NUMB/

DIVISION OF MARKET RLGUL.pjjoN
FORM X1 7A5

8-40375

PART III __________

FACING PAGE
Required of Brokers and Dealers Pursuant to Section 17 of the

irities Exchange Act of 1934 and Rule 17a-5 Thereunder
11021296

REPORT FOR THE PERIOD BEGINNiNG

MMIDD/YY

AND ENDING 12/31/10

REGISTRANT IDENTIHCATION

NAME OF BROKER DEALER Gardner Rich LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No FIRM ID NO

401 Financial Place

No and Street

Chicago Illinois 60605

City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Collene Carlson 312-922-3333

Area Code Telephone No

ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

McGladrev Pullen LLP

Name ifindividual state last first middle name

One South Wacker Drive Suite 800 Chicago Illinois 60606

Address City State Zip Code

CHECK ONE
Certified Public Accountant

Public Accountant

Accountant not resident in United States or any of its possessions

FOR OFFICIAL USE ONLY

Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant

must be supported by statement offacts and circumstances relied on as the basis for the exemption See section 240.1 7a-5e2

Potential persons who are to respond to the collection of

information contained in this form are not required to respond

SEC 1410 06-02 unless the form displays currently valid 0MB control number



OATH OR AFFIRMATION

Collene Carlson swear or affirm that to the best of my knowledge and belief the accompanying financial statement and

supporting schedules pertaining to the firm of Gardner Rich LLC as of December 31 2010 are true and correct further swear or
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Signature
--

Chief Compliance Officer
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Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital
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Computation of Net Capital
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Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

E1 report describing any material inadequacies found to exist or found to have existed since the date of the previous audit
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McGladrey Pullen LLP

Certified Public Accountants

McGladrey

Independent Auditors Report

Tothe Member

Gardner Rich LLC

Chicago Illinois

We have audited the accompanying statement of financial condition of Gardner Rich LLC the Company

as of December 31 2010 that you are filing pursuant to Rule 7a-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

examining on test basis evidence supporting the amounts and disclosures in the statement of financial

condition An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall statement of financial condition presentation We
believe that our audit of the statement of financial condition provides reasonable basis for our opinion

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

respects the financial position of Gardner Rich LLC as of December 31 2010 in conformity with

accounting principles generally accepted in the United States of America

Chicago Illinois

March 10 2011

McGladrey is the brand under which RSM McGladrey Inc and McGladrey Pullen LIP serve client business needs Member of RSM International network network of

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



Gardner Rich LLC

Statement of Financial Condition

December 31 2010

Assets

Cash and cash equivalents

Receivable from and deposit with clearing broker

Commissions receivable

Furniture and equipment net

Prepaid expenses

Other assets

Total assets

Liabilities and Members Equity

Liabilities

Securities sold not yet purchased

Accounts payable and accrued expenses

Due to Parent

Total liabilities

Members equity

Total liabilities and members equity

See Notes to Statement of Financial Condition

622082

172828

274382

4549

50256

2838

1126935

24385

62741

50000

137126

989809

1126935



Gardner Rich LLC

Notes to Statement of Financial Condition

Note Nature of Organization and Significant Accounting Policies

Gardner Rich LLC the Company wholly owned subsidiary of Gardner Rich Company the Parent is

registered securities broker-dealer introducing transactions of customers located primarily in the

Midwest and East Coast regions of the United States on fully disclosed basis through clearing broker

The Company does not hold funds or securities for or owe funds or securities to its customers and

therefore is exempt from the provisions of SEC Rule 5c3-3 based on Paragraph k2ii of the rule

Accounting policies The Company follows Generally Accepted Accounting Principles GAAP as

established by the Financial Accounting Standards Board the FASB to ensure consistent reporting of

financial condition operations changes in members equity and cash flows

Use of estimates The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements as well

as the reported amounts of revenue and expenses during the reporting period Actual results could differ

from those amounts

Cash equivalents Cash equivalents are all highly liquid investments purchased with maturity of three

months or less

Furniture and equipment Furniture and equipment are carried at cost and depreciated by an

accelerated depreciation method over the estimated useful lives of the assets

Fair value of financial instruments Financial instruments are recorded at fair value 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 Under the fair value hierarchy the inputs to valuation

techniques are prioritized into the following levels

Level Inputs are quoted prices unadjusted in active markets for identical assets or liabilities

the Company has the ability to access

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 are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset or

liability

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 financial instruments level within the fair value hierarchy is based on the lowest

level of any input that is significant to the fair value measurement

Securities sold not yet purchased consists of municipal bond that is carried at fair value with the

resulting unrealized gains and losses reflected in revenue The municipal bond is valued using quoted

market prices and classified within Level of the fair value hierarchy

Revenue recognition Commission income and expense are recorded on trade date Investment

banking fees are recognized at the time the transaction is completed and the income is reasonably

determinable



Gardner Rich LLC

Notes to Statement of Financial Condition

Note Nature of Operations and Significant Accounting Policies Continued

Income taxes The Company is single-member LLC and not separately liable for income taxes The

Parent is responsible for the taxation of income or loss of the Company and therefore no provision for

taxes is made in the accompanying financial statements

The FASB provides guidance for how uncertain tax positions should be recognized measured disclosed

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

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

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

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

tax benefit or expense and liability in the current year Management has determined that there are no

material uncertain income tax positions

Tax returns filed by the Parent may be subject to examination by federal and state taxing authorities for

years ended after December 31 2007 The Company is subject to examination by taxing authorities for

the year ended December 31 2007

Note Furniture and Equipment

Furniture and equipment at December 31 2010 consist of

Furniture and equipment 260059

Accumulated depreciation and amortization 255510

Net 4549

Note Related Party

Pursuant to consulting agreement the Company pays as consulting fees to the Parent portion of

certain commissions earned which may be reduced under certain circumstances During the year ended

December 31 2010 the Company paid separate consulting fee to an entity affiliated by common

ownership for assistance with marketing activities

Note Commitments and Contingencies

The Company leases office space from its Parent on month-to-month basis



Gardner Rich LLC

Notes to Statement of Financial Condition

Note Off-Balance-Sheet Credit and Market Risk

Securities transactions are introduced to and cleared through Broadcort division of Merrill Lynch

Pierce Fenner Smith Incorporated the Companys clearing broker Under the terms of its clearing

agreement the Company is required to guarantee the performance of its customers in meeting

contracted obligations In conjunction with the clearing broker the Company seeks to control the risks

associated with its customer activities by requiring customers to maintain collateral in compliance with

various regulatory and internal guidelines Compliance with the various guidelines is monitored daily and

pursuant to such guidelines customers may be required to deposit additional collateral or reduce

positions when necessary

Market risk is the potential change in an instruments value caused by fluctuations in interest rates equity

prices credit spreads or other risks Exposure to market risk is influenced by number of factors

including the relationships between financial instruments and the volatility and liquidity in the markets in

which the financial instruments are traded The Company sells securities it does not currently own and

will therefore be obligated to purchase such securities at future date The Company has recorded

these obligations in the financial statements at December 31 2010 at fair values of the related securities

and would incur loss if the fair value of the securities were to increase subsequent to December 31

2010 The Company attempts to control its exposure to market risk arising from the use of these financial

instruments through various analytical monitoring techniques

Amounts on deposit at bank and receivables from and on deposit with the clearing broker represent

concentrations of credit risk The Company does not anticipate nonperformance by its bank or the

clearing broker In addition the Company has policy of reviewing as considered necessary the

creditworthiness of the bank and the clearing broker with which it conducts business

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 Under this rule the

Company is required to maintain net capital of 6-2/3 percent of aggregate indebtedness or $100000

whichever is greater as these terms are defined and requires that the ratio of aggregate indebtedness to

net capital both as defined not to exceed 15 to The rule also provides that equity capital may not be

withdrawn if the resulting net capital ratio exceeds 10 to

Net capital and aggregate indebtedness change from day to day but at December 31 2010 the

Company had net capital and net capital requirements of approximately $656000 and $100000

respectively The Companys net capital ratio was 0.17 to The net capital rule may effectively restrict

member distributions



McGladrey Pullen LLP

Certified Public Accountants

McGladrey

Independent Auditors Report on Internal Control

To the Member

Gardner Rich LLC

Chicago Illinois

In planning and performing our audit of the financial statements of Gardner Rich LLC 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 Companys internal control over financial reporting

internal control as 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 Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 17a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a1

and for determining compliance with the exemptive provisions of Rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons and the recordation

of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation 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 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 SECs 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 managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-

5g 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

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

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



deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and was not designed to identify all deficiencies in internal control that might be material

weaknesses and therefore there can be no assurance that all material weaknesses have been identified

However we identified the following deficiency in internal control that we consider to be material

weakness as defined above These conditions were considered in determining the nature timing and

extent of the procedures performed in our audit of the financial statements of the Company as of and for

the year ended December 31 2010 and this report does not affect our report thereon dated March 10

2011

As of December31 2010 the Company had material inadequacy in internal control as material

misstatements in the Companys financial statements were identified during the audit Management has

informed us that the material inadequacy arose from confusion among the Companys accounting and

bookkeeping staff which caused several entries either not being made or being made in error resulting in

the material misstatements in the December 31 2010 financial statements Management has also

informed us that at all times during the year ended December 31 2010 through the date of this report the

Company was in compliance with the minimum net capital requirements Management filed notice

pursuant to Rule 17a-1 that included the Companys commitment to staffing changes and more clearly

defining responsibilities within the accounting department

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 material inadequacy for such purposes

Based on this understanding and on our study except as noted above we believe that the Companys

practices and procedures as described in the second paragraph of this report were adequate at

December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the Parent management the SEC the

Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-5g 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

Chicago Illinois

March 10 2011


