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INDEPENDENT AUDITORS REPORT

To the Member of

Gridley Company LLC

We have audited the accompanying statement of financial condition of Gridley Company LLC the Company as

of December 31 2011 This statement of financial condition is the responsibility of the Companys management
Our responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the statement of financial condition assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides reasonable basis

for our opinion

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

financial position of Gridley Company LLC as of December 31 2011 in conformity with accounting principles

generally accepted in the United States of America

Roseland New Jersey

February 27 2012



GRIDLEY COMPANY LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2011

ASSETS

Cash 236716

Investment banking fees receivable 90000

Prepaid expenses and other assets 121294

448010

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Deferred revenue 40000
Accrued expenses and other liabilities 32221
Due to parent 32875
Deferred income taxes 4782
Note payable-related party 50000

Total liabilities 159878

Members equity 288132

448010

See accompanying notes to financial statement



GRIDLEY COMPANY LLC

NOTES TO FINANCIAL STATEMENT

Nature of business

Gridley Company LLC the Company wholly-owned subsidiary of Gridley Holdings LLC the Parent is

broker-dealer registered with the Securities and Exchange Commission SEC and is also member of the

Financial Industry Regulatory Authority FINRA The Companys operations consist primarily of providing

investment banking services

Summary of significant accounting policies

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States GAAP

These financial statements were approved by management and available for issuance on February 27 2012

Subsequent events have been evaluated through this date

Investment Banking Fees Receivable

The Company carries its investment banking fees receivable at cost less an allowance for doubtful accounts On

periodic basis the Company evaluates its investment banking fees receivable and establishes an allowance for

doubtful accounts based on history of past write-offs and collections and current credit conditions No allowance

for doubtful accounts was required at December 31 2011

Revenue Recognition

Investment banking revenues include fees earned for providing financial advisory services Investment banking

revenues also include gains losses and fees arising from securities offerings in which the Company acts as an

agent These revenues are recorded in accordance with the terms of the investment banking agreements

Income Taxes

The Company is limited liability company and treated as partnership for income tax reporting purposes The

Internal Revenue Code IRC provides that any income or loss is passed through to the members for federal and

state income tax purposes Accordingly the Company has not provided for federal or state income taxes

The Company is subject to 4% New York City Unincorporated Business Tax When computing City taxes the

Company follows an asset and
liability approach to financial accounting and reporting for city income taxes Deferred

income tax assets and liabilities are computed for difference between the financial statement and tax bases of assets

and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws and rates

applicable to the periods in which the differences are expected to affect taxable income

At December 31 2011 management has determined that the Company had no uncertain tax positions that would

require financial statement recognition This determination will always be subject to ongoing reevaluation as facts and

circumstances may require The Company remains subject to U.S federal and state income tax audits for all periods

subsequent to 2007



GRIDLEY COMPANY LLC

NOTES TO FINANCIAL STATEMENT

Summary of significant accounting policies continued

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 and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Related party transactions

For the year ended December 31 2011 the Company was charged an aggregate of approximately $280000 for

administrative services provided by the Parent as provided for in an operating agreement and an administrative

service agreement between the Company and the Parent which stipulate the reimbursement to the Parent of

110% of administrative expenses incurred by the Parent

The net balance of approximately $33000 due to the Parent at December 31 2011 represents advances to the

Parent for operating expenses incurred by the Parent offset by the reimbursement due to the Parent for expenses
incurred under the operating agreement

The Company entered into short-term funding agreement with the President of the Company during 2011
Under the terms of the agreement the Company received loan of $50000 which bears interest at 4.9% per
annum and is due on demand

Income taxes

The income tax benefit for the year ended December 31 2011 is summarized as follows

Deferred tax benefit

City 15177

The components of the Companys deferred income taxes of approximately $4800 relates to temporary
differences for accrual to cash basis tax adjustments

At December 31 2011 the Company has New York City net operating loss carryforward NOL of approximately
$873000 which expires in 2037 The deferred tax asset from the Companys NOL is approximately $35000
valuation allowance for the full amount of the deferred tax asset has been established

Major customers

For the year ended December 31 2011 the Company had three customers aggregating approximately 64% of

total revenues



GRIDLEY COMPANY LLC

NOTES TO FINANCIAL STATEMENT

Net capital requirement

The Company is member of FINRA and is subject to the SEC Uniform Net Capital Rule 15c3-1 This Rule 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 and that equity capital may not be withdrawn if the resulting net capital ratio would exceed 10

to At December 31 2011 the Company had net capital of approximately $77000 which was approximately

$67000 in excess of its minimum requirement of approximately $10000

Concentrations of credit risk

The Company maintains its cash in financial institutions which at times may exceed federally insured limits The

Company is subject to credit risk to the extent any financial institution with which it conducts business is unable to

fulfill contractual obligations on its behalf Management monitors the financial condition of such financial institutions

and does not anticipate any losses from these counterparties

Exemption from Rule 15c3-3

The Company is exempt from the SEC Rule 15c3-3 pursuant to the exemptive provision under sub-paragraph

k2i and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of

Customers

Retirement plan

The Company has 401k plan the Plan covering all employees who meet certain eligibility requirements The

Company makes matching contribution to the Plan which is at the discretion of the executive committee and is

determined annually in advance and funded bi-monthly There was no matching contribution made to the Plan for

the year ended December 31 2011


