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OATH OR AFFIRMATION

I, Jonathan H. Lillian . swear {(or affirm) that, ta the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

J.H. Lillian Securities Corp. , as
of December 31, ,20 10 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principat officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NO EXCEPTIONS

Consul

Republicaokd
City of Paris. - - §S:
Embassy of thé YUnited - . o i
3§ States GFATRTICS - L

1 I hereby certify-that on this ddy the individual () named below ?’\ [ /('/L/
{ appeared before‘me and acknowledged to me that the attached X

1 mstrumeny wiis executed freely and voluntarily -

of the United States of America Date

oirilaly Title

M

Notary Public

his report ** contains (check all applicable boxes):

[ (a) Facing Page.

A (b) Statement of Financial Condition,

I (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

[ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors” Capital.

O ¢f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(3 (k) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B () 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.

[H (I) An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

O (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 240.17a-5(e}(3).

{x] (o) Independent Auditors’ Report on Internal Control Structure.
{x] (p)Statement of Cash Flows.
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Cornick Garber Sandler

Certified Public Accountants & Advisors

Independent Auditors’ Report

Board of Directors
J.H. Lillian Securities Corp.

We have audited the accompanying statement of financial condition of JH. LILLIAN
SECURITIES CORP. as at December 31, 2010 and the related statements of income, changes
in stockholder's equity, 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 a 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 fairly, in all material respects,
the financial position of J.H. Lillian Securities Corp. as at December 31, 2010, and the resuits of
its operations and its cash flows for the year then ended in conformity wath accounting principles
generally accepted in the United States of America.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules 1 and 2 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Ruie 17a-5 of 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 respects in relation to the

basic financial statements taken as a whole.
QE@MA < g‘—&-o-i—\; Lef

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
March 9, 2011

2.

Cornick, Garber & Sandler, LLP
825 Third Avenue, New York, NY 10022-9524 T 2125573900 F 212.557.3936
50 Charles Lindbergh Blvd., Uniondale, NY 11553-3600 T 516.542.9030 F 516.542.5035 cgscpa.com



Cornick Garber Sandler

Certified Public Accountants & Advisprs

J.H. LILLIAN SECURITIES CORP.
STATEMENT OF FINANCIAL CONDITION

AS AT DECEMBER 31, 2010

ASSETS
Cash and cash equivalents $ 19,190
Prepaid tax expense 1,293
TOTAL $ 20,483
LIABILITIES
Accrued expenses and taxes $ 3,944
STOCKHOLDER'S EQUITY
Capital stock, no par value; authorized 200
shares; issued and outstanding 10 shares at stated value 7,000
Additional! paid-in capital 32,723
{Deficit) (23,184)
Total stockholder's equity 16,539
TOTAL $ 20,483

The notes to financial statements are made a part hereof.
-3-



Cornick Garber Sandler

Certiied Public Accountants & Advisors

J.H. LILLIAN SECURITIES CORP.
STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2010

Interest income $ 2
Expenses:

Bues and fees $ 487

Accounting 3,449

Administrative support 660 4,596
Loss before income taxes (4,594)
Income taxes 41
NET LOSS $ {4,635)

The notes to financial statements are made a part hereocf.
..



Cornick Garber Sandler

J.H. LILLIAN SECURITIES CORP.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2010

Cestified Public Accountants & Advisors

Additional Total
Common Stock Pald-in Stockholder's
Shares Amount Capital {Deficit) Equity

Balance - January 1, 2010 10 $ 7,000 $ 26,963 § (18,548) § 15,414
Stockholder's capital

contributions 5,760 5,760

Net loss {4,635) {4,635)

Balance - December 31, 2010 0 $ 7,000 § 32,723 $ (23184) § 16,539

The notes to financial statements are made a part hereof.
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Cornick Garber Sandler

Certified Public Accountants & Advisors

J.H. LILLIAN SECURITIES CORP.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2010

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Net loss $ {4,635)

Adjustments to reconcile results of operations to
net cash effect of operating activities:

Net decrease in prepaid taxes 25
Net decrease in accrued expenses (1,625}
Net cash used for operating activities (6,235)

Cash fiows from financing activities:

Stockholder's capital contributions ' 5,760
NET DECREASE IN CASH AND CASH EQUIVALENTS (475)
Cash and cash equivalents - January 1, 2010 19,665
CASH AND CASH EQUIVALENTS - DECEMBER 31, 2010 $ 19,150

The notes to financiai statements are made a part hereof.
-5-



Cornick Garber Sandler

Certified Pubilic ACcoriiants & Agvisore

J.H. LILLIAN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2010

NOTE A - Principal Business Activity and Summary of Significant Accounting Policies

J.H. Lillian Securities Corp. is a registered broker-dealer of securities with the
Securities and Exchange Commission ("SEC”) and is a member of the Financial
industry Regulatory Authority. The Company engages in the private placement of
securities on a best efforts basis,

The Company operates on the premises of a related entity under common
ownership and receives certain additional administrative support from the related
entity for a quarterly fee of $165.

Use of Estimates and Subsequent Events

The preparation of financial statements in conformity with generaily accepted
accounting principles 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 and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ
from those estimates. The Company has considered subsequent events occurring
through March 8, 2011, the date the financial statements became available for
distribution, in evaluating its estimates and in the preparation of its financial
statements.

NOTE B - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital (Rule 15c3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. At December 31, 2010, the Company had net capital, less
deductions for nonallowable assets, of $15,153, which was $10,153 in excess of the
net required minimum capital of $5,000. The ratic of aggregate indebtedness to net
capital was .26 to 1 at December 31, 2010.

NOTE C - Cash and Cash Equivalents

Cash and cash equivalents on the statement of financial condition are comprised of
a commercial bank account and a2 money market fund checking account.

{Continued)

7-



Cornick Garber Sandler

Certified Public Acrountanty & Advisors

J.H. LILLIAN SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2010
2.

NOTE D - Income Taxes

For federal and state income tax purposes, the Company has elected to he treated
in the same manner as a partnership under the provisions of Subchapter S of the
Internal Revenue Code, Under this election, the Company's profits and losses are
reported on the personal income {ax return of the stockhelder and any income taxes
thereon are payable by him. State minimum tax and New York City income tax are
payable by the Company. The provision for income taxes is comprised of state and
jocal minimum taxes of $50.

The Company is no longer subject to U.S. federal and state income tax audits for
periods prior to 2007.

8-



Cornick Garber Sandler

Certified Pubiic Accountants & AGvisors

SCHEDULE 1
J.H. LILLIAN SECURITIES CORP.
COMPUTATION OF NET CAPITAL UNDER RULE
15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
AS AT DECEMBER 31, 2010
Net Capital:
Capital stock $ 7,000
Additional paid-in capital 32,723
(Deficit) {23,184)
Total stockholder's equity qualified for net capital
before haircuts on securities position 16,539
Less; Haircuts on meney market fund (93)
Less: Prepaid tax expense {1,293)
Net capital 15,153

Minimum net capital required

5,000

Excess net capital $ 10,153
Capital Ratio:
Aggregate indebtedness to net capital 2801

Reconciliation with Company’'s computation (included
in Part ! of Form X-17A-5 as of December 31, 2010)

Net capital, as reported in Company's Part Il
{unaudited} FOCUS Report $ 7.870

Prior year's unrecorded audit adjustments (102)

Audit adjustment to record and adjust prepaid expenses,
accrued expenses and taxes

7,385

Net capital as per above $ 15,153



Cornick Garber Sandler

Certified Public Accountants % Advisors

SCHEDULE 2

J.H. LILLIAN SECURITIES CORP.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER AND DEALERS PURSUANT TO RULE 15¢3-3 UNDER
THE SECURITIES EXCHANGE ACT OF 1934

AS AT DECEMBER 31, 2010

The Company does not carry any customer accounts and is
exempt from Securities and Exchange Rule 15¢3-3 under

paragraph (k){2)(i)

-10-



Cornick Garber Sandler

Certified Pubtic Accountants & Advisors

Board of Directors

J.H. Lillian Securities Corp.
767 Third Avenue - 36" Floor
New York, New York 10017

In planning and performing our audit of the financial statements and supplementa! schedules of
J.H. Lillian Securities Corp. (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 (intemal 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 reguired 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 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
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 fuifilling 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 absoiute
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 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.

A1-

Cornick, Garber & Sandler, LLP
825 Third Avenue, New York, NY 10022-9524 T 212.557.3900 F 212.557.3936
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Cornick Garber Sandler

Certified Pubiic Accountants & Advisors

Board of Directors
J.H. Lillian Securities Corp.

Page Two

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 financia
statements will not be prevented or detected and corrected on a timely basis.

Qur 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. However, as discussed below, we identified a deficiency in
internal controls that we consider to be a material deficiency.

Upon commencing the current year’s audit we noted that the Company did not initially record in
its current year's accounting records the effect of certain prior year's closing adjustments. This
deficiency did not affect the Company’s ability to remain in compliance with its net capital and
aggregate indebtedness requirements, but did affect the amount of net capital reported in its
quarterly Focus reports, resulting in an overstatement of net capital by $102 of actual net capital
of $14,003, as was reported in the firm's 2009 audited annual report filed with FINRA and the
SEC last year. We understand that the Company intends to file its amended Focus report for
the quarter ended December 31, 2010 to reflect the adjustment of the foregoing finding.

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, with the
exception of the matter noted in the preceding paragraph, 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, 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.

Qmu%_(}é.‘&“ xgg._JQgﬂ_,z P
CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
March 9, 2011
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