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OATH OR AFFIRMATION

1, .  RobertA.Maley , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Gilford Securities Incorporated , as
of December 31 ,2011 , are true and correct. | 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:
NONE

Signature

Chief Executive Officer

Title

Not lic

-~

his report ** cofitains (fheck all applicable boxes):

(a) Facing Hage.

(b) Statemeng of Figlancial Condition.

(c) Statement come (Loss).

(d) Statement of Changes in Financial Condition.

(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.

() 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

X] (o) Independent auditor's report on internal accounting control.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

NENHOMREEE

OB O
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CITRINCOOPERMAN

Attest & Assurance | Tax Compliance & Research | Speciaity & Consulting

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Gilford Secunities Incorporated and Subsidiaries

We have audited the accompanying consolidated statement of financial condition of Gilford Securities
Incorporated and Subsidiaries (the "Company”) as of December 31, 2011, that is filed pursuant to Rule
17a-5 under the Securies Exchange Act of 1934. This consolidated financial statement 1is the
responsibility of the Company's management. Our responsibility is to express an opinion on this
consohidated financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Amenca. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated statement of financial condition is free of matenal misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are approprate in the circumstances, but not for the purpose of expressing an opinion

on the effectuveness of the Company's internal control over financial reporting. Accordingly, we express

no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated statement of financial condition, assessing the accounting principles used

and significant estimates made by management, as well as evaluating the overall consolidated statement
of financial condition presentation. We believe that our audit of the consohdatcd statcment of ﬁnancxal. S
condition provides a reasonable basis for our opinion. ' L

In our opinion, the consolidated statement of financial condition refcned to. above presents fmﬂy mall ‘
material respects, the financial position of Gilford Securtes Incorpomtcd and Subsidiaries as of

December 31, 2011, in conformity with accounting prnciples gencrally acccptcd m the Umted Statcs of -
America. o . 5

February 28, 2012

CITRIN COOPERMAN & COMPANY, LLP
529 FIFTH AVENUE NEW YORK, NY 10017 | TEL 2126971000 | FAX212.697.1004 CITRINCOOPERMAN.COM

AN INDEPENDENT FIRM ASSOCIATED WiTH MOORE STEPHENS



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

Cash and cash equivalents

DECEMBER 31, 2011

ASSETS

Cash and cash equivalents held at clearing broker, net

Commissions receivable
Securities owned, at fair value

Accrued income

Income taxes receivable

Other assets

Property and equipment, net
Security deposits

TOTAL ASSETS

Liabilites:

Accrued expenses
Notes payable
Deferred tax liability

Total habilities

LIABILITIES AND SHAREHOLDERS' E

Commitments and contingencies (Notes 4, 6, 7, 10, and 13)

Shareholders' equity:

Common stock - §.005 par value; 50,000 shares authorized,

5,600 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total shareholders' equity
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

$ 297,502
4,208,546
572,942
108,533
172,962
207,550
1,357,855
268,292
230,200

$___7.424382

e s————

$ 1,095,000
1,739,211
59,634

2,893,845

28
2,322,019
2,208 490

4,530,537
$_7.424382

mche——

See accompanying notes to consolidated statement of financial condition.

2>



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE L

NOTE 2.

DECEMBER 31, 2011

ORGANIZATION

Gilford Securities Incorporated ("Gilford") is a broker-dealer registered with the
Securities and Exchange Commission ("SEC") and is 2 member of the Financial Industry
Regulatory Authonty, Inc. ("FINRA"). Gilford was formed on September 24, 1979.
Gilford provides brokerage setvices to both institutional and individual investors and, as
required by Rule 15¢3-3, clears their securities transactions on a fully disclosed basis
through a clearing broker-dealer. The clearing broker carries all of the customer accounts
and maintains and preserves all related books and records. Gilford also conducts
underwriting and corporate finance activities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation
The accompanying consolidated statement of financial condition includes the financial

condition of Gilford Securities Incorporated and its wholly-owned subsidiaties, Gilford
Financial Corporation, and Gilford Insurance Agency Incorporated (collectively the
"Company”). All significant intercompany accounts and transactions have been
eliminated in consolidation.

Use of Estimates
The preparation of a consolidated statement of financial condition in conformity with

accounting principles generally accepted in the United States of America ("GAAP")
requires the Company's management to make estimates and assumptions that affect the
reported amounts of assets and liabilides and disclosures of contingent assets and
liabilities at the date of the consolidated statement of financtal condition. Actual results
could differ from those estimates.

Securities Transactions
Prncipal transactions are recorded on a trade-date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net in the consolidated statement of financial
condition.

Marketable securities are stated at fair value as determined by quoted market prices.
Securities not readily marketable are valued at fair value as determined by management.

Uncertain Tax Positions

The Company recognizes and measures its unrecognized tax benefits in accordance with
Financial Accounting Standards Board ("FASB") Accounting Standards Codification
("ASC") 740, Income Taxes. Under that guidance, the Company assesses the likelihood,
based on their technical merit, that tax positions will be sustained upon examination
based on the facts, circumstances and information available at the end of each period.
The measurement of unrecognized tax benefits is adjusted when new information is
available, or when an event occurs that requires a change.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 2.

DECEMBER 31, 2011

SUMMARY OF SIGNIFI ACC ING POLICIES (CONTINUED

Fair Value Measurements

The Company follows the guidance in FASB ASC 820, Fair Value Measurements and
Disclosures. Using that guidance, fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. A 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 a principal market, the most advantageous market. Valuation techniques
that are consistent with the market, income or cost approach, as specified by FASB ASC
820, are used to measure fair value.

Using the provisions within FASB ASC 820, the Company has characterized its
Investments in securities, based on the order of liquidity of the inputs used to value the
investments, into a three-level fair value hierarchy. The fair value hieratchy gives the
highest order of liquidity to quoted prices in active markets for identical assets or
liabilities [Level 1], and the lowest order of liquidity to unobservable inputs [Level 3]. If
the inputs used to measure the investments fall within different levels of the hierarchy,
the categorization is based on the lowest level input that is significant to the fair value
measurement of the investment.

The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Leve/ 1 inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that the Company has the ability to

access.

Leve/ 2 inputs to the valuation methodology include: quoted prices for similar assets
or labilities in active markets; quoted prices for identical assets or liabilities in
mactive markets; inputs other than quoted prices that are observable for the asset or
liability; and, inputs that are derived principally from or corroborated by observable
market data by correlation or other means. If the asset or liability has a specified
(contractual) term, the Level 2 input must be observable for substantially the full
term of the asset or‘liabi]ity.

Level 3 inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

Revenue Recognition

Commission revenues associated with transactions in securities are recorded on a trade-
date basis. Investment banking revenues include fees arising from securities offerings in
which the Company acts as an underwriter or agent, net of syndicate expenses, along with
fees earned from providing financial advisory services. Investment banking fees are
recognized at the time the transaction is consummated. Corporate finance revenues
represent fees eamed from pnvate placement offerings. Corporate finance fees are
recorded as revenue when the related service has been rendered and the client is

contractually obligated to pay.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 2.

NOTE 3.

DECEMBER 31, 2011

SUM Y OF SIGNIFICANT ACCO ING POLICIES NTINUED
Cash and Cash Equivalents

Cash and cash equivalents consist primarily of cash on deposit, money market accounts,
and investment grade commercial paper that are readily convertible into cash and
purchased with maturities of three months or less.

Concentration of Credit Risk

The Company maintains its cash accounts at one commercial bank in amounts that at
times may exceed the federal insurance limit.

Deferred Taxes

Deferted tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the consolidated financial statement catrying amounts
of assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to be recovered or settled. Temporary
differences relate primarily to provisions established for reserves for anticipated expenses
and for depreciation and amortization for income tax purposes and not financial
reporting purposes. The effect of a change in tax rates on deferred tax assets and
liabilities is recognized in income in the period that includes the enactment date. Deferred
income tax expense represents the change during the period in deferred tax assets and
liabilities. Valuation allowances are established, when necessary, to reduce the deferred
tax assets to their estimated net realizable value.

Property and Egquipment

Property and equipment are carried at cost. Expenditures for maintenance and repairs are
expensed currently, while renewals and betterments that materially extend the life of an
asset are capitalized. The cost of assets sold, retired, or otherwise disposed of, and the
related allowance for depreciation, are eliminated from the accounts, and any resulting
gain or loss is recognized. Depreciation is provided on a accelerated basis over the
estimated useful lives of the assets, which range from five to seven years. For leasehold
improvements, depreciation is provided over the shorter of the life of the asset or the
term of the related lease.

Subsequent Events

The Company evaluates events occurring after the date of the consolidated statement of
financial condition for potential recognition or disclosure in its consolidated statement of
financial condition. The Company did not identify any material subsequent events
requiring adjustment to or disclosure in its consolidated statement of financial condition.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at December 31, 2011:

Fumiture and fixtures $ 874,943
Leasehold improvements 228,854

1,103,797
Less: accumulated depreciation (835.505)
Property and equipment, net $ 268292



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 4.

NOTE 5.

NOTE 6.

NOTE 7.

NOTE 8.

NOTE9.

DECEMBER 31, 2011

ONTINGENCIES

The Company is subject to various regulatory and legal proceedings arising during the
ordinary course of operations. Management of the Company, after consultation with
outside legal counsel, believes that the ultimate resolution of these matters will not have a
material adverse effect on the Company's consolidated financial condition.

IN E TAXE

The Company files income tax returns in the U.S. federal jurisdiction and in various states
and local junisdictions. With few exceptions, the Company is no longer subject to federal,
state or local tax examinations by taxing authorities for years before 2008.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule ("SEC Rule 15¢3-1"),
which requires the maintenance of minimum net capital and that the ratio of aggregate
indebtedness to net capital, both as defined, not exceed 15 to 1. Net capital and aggregate
indebtedness change from day to day. At December 31, 2011, the Company had net
capital of approximately $2,210,000, which exceeds the Company's minimum net capital
requirement of $250,000. The Company's percentage of aggregate indebtedness to net
capital was 130.93% as of December 31, 2011.

LEASE COMMITMENTS

The Company leases its main office and other sales offices under non-cancelable leases
expinng through December 2017. At December 31, 2011, future minimum annual lease
commitments under all operating leases ate as follows:

Year ending December 31:

2012 $ 894524

2013 912,657

2014 919,684

2015 926,861

2016 393,957

Thereafter 25.062
$.4072745

EMPLOYEE BENEFITS

The Company sponsors a 401(k) retirement plan for the benefit of participating
employees. The plan covers all employees meeting certain eligibility requirements. The
Company is under no obligation to make contributions to the plan. There was no charge
to operations under the plan for the year ended December 31, 2011.

CLEARING AGREEMENT AND REBATED FEES

The Company has a clearing agreement with a clearing broker under which clearing and
other related setvices are provided to the Company. Pursuant to the agreement, the
Company is entitled to certain rebates and other credits, as defined.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 10.

NOTE 11

DECEMBER 31, 2011

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET CREDIT RISK

As a secunties broker-dealer, the Company is engaged in buying and selling securities for
a diverse group of institutional and individual investors. The Company's transactions are
collateralized and are executed with and on behalf of banks, brokers and dealers, and
other financial institutions. 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-petformance of customers in
fulfilling their contractual obligations putsuant to securities transactions can be directly
impacted by volatile trading markets, which may impair both the customers' ability to
satisfy their obligations to the Company and the 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-dealer 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-
dealer's internal guidelines. The Company monitors its customer activity by reviewing
information it receives from its clearing broker-dealer on a daily basis and by requiring
customers to deposit additional collateral or reduce positions when necessary.

From time to time, the Company will hold positions of secunties sold but not yet
purchased; therefore, it will be obligated to purchase such securities at a future date. The
Company has recorded these obligations in the consolidated statement of financial
condition at December 31, 2011, at the fair values of the related securities and will incur 2
loss 1f the market value of the securities subsequently increases pror to the Company
"closing" its position. The value of securities sold short is collateralized by marketable
secunties and cash held by the clearing broker when and to the extent such an obligation
exists.

SHAREHOLDERS' EQUITY

Pursuant to the terms of a shareholder agreement, in the event of a shareholder's
termination of employment with the Company or the death of a shareholder, for a period
of 60 days the Company may redeem all ot any part of the common shares owned by
such shareholder. The amount to be paid is based on the shareholders' equity per share,
as defined in the agreement. If the Company decides not to elect to purchase the shares,
then commencing on the eatlier to occur of 105 days after (1) the employees' termination
or (2) the date the Company obtains actual notice of the death of a shareholder, for a
period of 30 days the shareholder (or his or her representative) has the right, after notice
to the Company, to require the Company to purchase such common shares based on a
calculation of shareholders' equity per share, as defined in the agreement.

During 2011, the Company purchased 665 shares of common stock from shareholders
for total consideration paid of approximately $566,530.

In addition, during 2011 the Company sold and issued 200 shares of common stock for
total proceeds of approximately $172,603.

During 2011, the Company paid to its shareholders cash dividends of $294,500.



GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 12.

NOTE 13.

NOTE \4.

NOTE 15.

DECEMBER 31, 2011

NOTE PAYABLE

During October 2011, the Company was advanced $1,000,000 from a prvate equity fund.
The loan is unsecured, bears interest at a rate of 4% per annum, and matures on
September 30, 2012. Repayment of the loan will be made by future revenue earned from
the prvate equity fund. At December 31, 2011, the outstanding loan balance was
$739,211.

NOTES PAYABLE - RELIATED-PARTY

At December 31, 2011, the Company owes a shareholder a note in the principal amount
of $1,000,000. The loan is unsecured and subordinated to the claims of other creditors.
The loan requires quarterly interest payments at a rate of 10% per annum and matures on
December 31, 2014.

LOANS RECEIVABLE

Other assets in the accompanying consolidated statement of financial condition mainly
consist of advances to employees and includes a loan receivable from a third party.
Interest on the loans receivable range from zero to 6% per annum. Substantially all loans
receivable mature within one year. Employee advances will be paid as commissions are
eamed by the employee. Certain loans receivable are collateralized.

FAIR VAL UE MEASUREMENTS

Assets and liabilities measured at fair value are based on one or more of three valuation
techniques. The valuation techniques are as follows:

() Market approach. Prices and other relevant information generated by
market transactions involving identical or comparable assets or liabilities;

(b) Cost approach. Amount that would be required to replace the service
capacity of an asset (replacement cost); and

(c) Income approach. Techniques to convert future amounts to 2 single present
amount based on matket expectations (including present vahie techniques,
option-pricing and excess eamings models).

The following table presents the Company's fair value hierarchy for those assets
measured at fair value on a recurring basis as of December 31, 2011:

Vahiuation

Tevel 1 Level 2 Level 3 Total Technigue

Money market funds
included principally
held in cash and cash
equivalents $.340294 $___ - $___- $_340.294 (a)
Equity securities owned,
at fair value 37,520 - - 37,520 ()
Not readily marketable
securities - 1,013 70,000 71,013 (a) and (b)
Total securities owned,
at fair value 37.520 1,013 70,000 _108,533
Total $.377814 $__1013 §_70000 $_448827
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GILFORD SECURITIES INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2011

NOTE 15. FAIR VALUE MEASUREMENTS (CONTINUED)

Money market funds and equity securities owned are included in Level 1 as they are
valued at quoted market prices. Level 2 equity securities are also valued at the latest
quoted market prices but are treated as Level 2 due to their limited market activity. With
respect to the Level 3 prvately held security management believes the cost to the
Company reflects fair value.

Dunng the year ended December 31, 2011, there were no transfers between levels of the
fair value hierarchy.

The following table presents a reconciliation of beginning and ending balances of the fair
value measurements using a significant unobservable inputs (Level 3) for the year ended
December 31, 2011:

Balance - beginning $ 70,000
Purchases -
Balance - ending $ 70,000



