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OATH OR AFFIRMATION

1, Robert McMullin , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Garden State Securities, Inc. , as
of December 31 ,2019 , are true 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:
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This report ** contains (check all applicable boxes)%, _7){(\ 9‘02-207:5 %Q\
(a) Facing Page. ’//,/ OF NE W 5\ 8
(b) Statement of Financial Condition. " “Hlll\\\‘“
[[] (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
(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.
l:l (5) 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.
[] (m) 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).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders
of Garden State Securities, Inc.

Opinion on the Financial Statement

We have audited the accomparnying statement of financial condition of Garden State
Securities, Inc. as of December 31, 2019, and the related notes (collectively referred to as
the “financial staternent") In Gur opinion, the statément of financial condition presents fairly,
in all material respects, the financial position of Garden State Securities, Inc. as of
December 31, 2019 in conformity with accounting principles generally accepted in the
United States of America.

Basis for Opinion

This financial statement is the responsublllty of Garden State Securities, Inc.'s management.
Our responsibllity is to express an opinion oh Garden State Secuntles Inc.'s financial
statement based on our audit. We are a public accounting firm reglstered with the Public
Company Accounting ‘Oversight Board (Unifed States) (PCAOB) and are required to be
independent with respect to Garden State Securities, Inc. in accordance with the U.S.

federal securities laws and the applicable rulés and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of thé PCAOB. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statement is free of material misstaterent, whether due to error or fraud. Our
audit included performing procedures to assess the risks of material misstatement of the
financial statement, whether due to érror of fraud, and performing procedures that respond
to those risks. Such procedures inclidéd examining, on a test basis, evidence regarding
the amounts and disclosures in the financial statements. Our audit also included evaluating
the accounting principles used and significant estimates made by management as well as
evaluating the overall presentation of the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

We have served as Garden State Securities, Inc.'s auditor since 2018.

Jll s e 1

Ocean, New Jersey
February 28, 2020
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" Garden State Securities, Inc.
Statement of Financial Condition
December 31, 2019

Assets

Cash

Deposit held at clearing broker

Securities owned, at fair value

Due from clearing firm

Furniture, equipment, and leasehold improvements (net)
Right-of-use asset

Due from related entities

Prepaid expenses and other assets

Liabilities and Stockholders' Equity

Liabilities
Accounts payable and accrued expenses
Subordinated borrowing
Lease liability

Total liabilities

Stockholders' equity
Common stock - no par value; 1,000 shares authorized,
issued and outstanding
Additional paid-in capital
Retained earnings

Total stockholders' equity

Notes to Financial Statements are an integral part of this statement
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$ 25434
100,000
541,940
932,550

37,594
348,000
1,035,193

305,293

$ 3,326,004

$ 576,063
500,000

341,333

1,417,396

40,000
962,706

905,902
1,908,608

$ 3,326,004



Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

1.

Organization and Nature of Business

Garden State Securities, Inc. (the “Company”) is classified as a subchapter “S” corporation. The
Company is a full service broker-dealer whose primary business is to provide financial services to the
general public and to the financial community as a registered broker-dealer in accordance with the
Securities and Exchange Act of 1934, In addition, the Company provides investment banking services fo
micro, small and mid-cap growth companies and engages in trading securities. The Company clears
securities transactions through a clearing firm on a fully-disclosed basis and is a member of the Financial
Industry Regulatory Authority, Inc. (‘FINRA”) and Securities Investor Protection Corporation (“SIPC”).

Significant Accounting Policies

Basis of Accounting and Use of Estimates

The accompanying financial statements are presented on the accrual basis of accounting. Generally
accepted accounting principals (‘US GAAP") requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and the 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.

Securities Owned
Securities owned are recorded on a trade date basis and valued at fair value, as required. See Note 4 -
Fair Value Measurements for further disclosure.

Furniture, Equipment and Leasehold Improvements

Furniture and equipment are recorded at cost. Depreciation is calculated using the straight-line method
based on the estimated useful lives of the related assets, which range from three to five years. Leasehold
improvements are amortized using the straight-line method over the shorter of the estimated useful lives
of the assets or the terms of the leases. The Company continually evaluates whether current events or
circumstances warrant adjustments to the carrying value or estimated useful lives of fixed assets in
accordance with professional standards. Expenditures for maintenance and repairs are expensed as
costs are incurred.

Revenue Recoghnition

The Company generally acts as an agent in executing customer orders to buy or sell listed and over-the-
counter securities and charges commissions based on the services the Company provides to its
customers. Customer security transactions and the related commission income and expense are
recorded on a trade date basis.

Customers who finance their securities transactions on margin are charged interest, which the Company
participates in and records as interest income. The Company’s margin requirements are in accordance
with the terms and conditions mandated by its clearing firms.

Investment banking revenues include income arising from securities offerings in which the Company acts
as an agent and also include fees earned from providing financial advisory services. These fees can be in
the form of cash and/or securities. Investment banking revenues are recorded when earned. Securities
received in lieu of cash are recorded at fair value when earned. Advisory fee revenues are recorded in
accordance with the terms of the advisory agreement. See Note 4 - Fair Value Measurements for further
disclosure.

Net trading profits result in gains or losses from securities transactions entered into for the accounts of
the Company. Some of these transactions may involve the Company taking a position in securities that
may expose the Company to losses. Net trading profits are recorded on a trade date basis.

The Company also receives revenue from the sale of mutual funds and annuity products directly from the
vendors. These revenues are generally recorded when earned.

Other income consists of fees charged to customers for various items such as inactive accounts, annual
maintenance and confirm fees. In addition, it includes reimbursements by financial advisors for various
Company related expenses.

3



Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

Receivables from Clearing Organization
Receivables are considered fully collectible by management and, accordingly, no allowance for doubtful
accounts is considered necessary. These receivables are generated in the ordinary course of business.

Basis of Accounting & Use of Estimates

The preparation of financial statements is in conformity with accounting principles generally accepted in
the United States of America (“US GAAP"). In connection with Company’s assessment of going concern
considerations in accordance with ASU 2014-15, “Disclosures of Uncertainties about an Entity’s Ability to
Continue as a Going Concern”, management has determined that the Company has access to funds from
the owners that are sufficient to fund the working capital needs of the Company for one year from the
date of issuance of these financial statements. US GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the 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.

Income Taxes

The Company is classified as a subchapter "S" corporation for federal and state income taxes. As such,
the stockholders will reflect income or loss, as applicable, on their individual tax returns. As a result, no
provision for income taxes is reflected in these financial statements.

Management has analyzed the Company's tax positions, and has concluded that no liability should be
recorded. The Company identifies its major tax jurisdictions as U.S. Federal and New Jersey where the
Company operates. The Company is not aware of any tax positions for which it is reasonably possible
that the total amounts of unrecognized tax benefits or liabilities will change materially in the next 12
months. In addition, the Company has no income tax related penalties or interest for the period reported
in these financial statements.

3. Deposit Held at Clearing Broker
The Company is required to maintain a $100,000 deposit with its clearing broker. This deposit is
maintained in an interest bearing account.

4, Fair Value Measurements
Securities owned are recorded at fair value in accordance with ASC 820 which establishes a common
definition for fair value to be applied to existing generally accepted accounting principies that require the
use of fair value measurements, establishes a framework for measuring fair value and expands
disclosure about such fair value measurements.

In determining fair value, the Company uses various valuation approaches. ASC 820 establishes a fair
value hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and
minimizes the use of unobservable inputs by requiring that most observable inputs be used when
available. Observable inputs are those that market participants would use in pricing the asset or liability
based on market data obtained from sources independent of the Company. Unobservable inputs reflects
the Company's assumptions about the inputs market participants would use in pricing the asset or liability
developed based on the best information available in the circumstances. The fair value hierarchy is
categorized into three levels based on the inputs as follows:

Level 1 — Observable inputs such as quoted market prices in active markets or identical assets or
liabilities

Level 2 — Observable market-based inputs or observable inputs that are corroborated by market data

Level 3 — Unobservable inputs for which there is little or no market data, which require the use of the
reporting entity's own assumptions

The assets' fair value measurement level within the fair value hierarchy is based on the most observable

level of any input that is significant to the fair value measurement. The valuation techniques used by the
Company maximized the use of observable inputs and minimized the use of unobservable inputs.

4



Garden State Securities, Inc.
Nofes to Financial Statements
December 31, 2019

The following table sets forth by level within the fair value hierarchy, the securities owned by the Company, as
of December 31, 2019:

Fair Value Measurements

As of December 31, 2019
Securities owned at fair value Level1 Level 2 Level 3 Total
Corporate stocks $ - $9,660 $ - $9,660
Restricted stocks -- - 21,739 21,739
Warrants 510,541 510,541
$ - $0.660  $532,280  $541,940

The following is a description of the valuation methodologies used for assets measured at fair value.

Corporate stocks are valued using quoted prices in markets with limited volume. As such, these securities
are classified as Level 2 measurements.

Investments in restricted equity securities and warrants were obtained from investment banking activities.
While some of these securities are actively traded, there are restrictions on their resale at the time they
are received. The restricted equity securities are valued at a 40% discount due to their restricted status
and are categorized as Level 3 securities. Warrants are valued using the Black-Scholes pricing model
and are also categorized as Level 3 securities This same methodology is applicable to warrants
receivable and warrants payable as commissions. In 2019, $0 of securities classified as restricted at
December 31, 2019 were transferred to Level 2 as the restriction on resale lapsed and the securities
became freely tradable. Securities are reviewed monthly and the head of Investment Banking will give
instructions when securities move from level three to level two based on expiration of restrictions or
conversions of warrants to common stock.

These methods are consistent with prior years.

The following table provides information about the valuation techniques and unobservable inputs used in
the valuation of financial instruments falling within Level 3 of the fair value hierarchy as of December 31,

2018
Description Fair Value | Valuation Unobservable Quantitative
Technique Input Measures
Restricted $21,739 | Quoted market | Discount rate 40%
stocks price less
discount for
restriction and
lack of
marketability
Warrants $510,542 | Black-Scholes | Risk free rate-6%:

volatility rates
ranges from
110.63%-385.22%,
time to maturity
between 2-5 years




Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

The changes in Level 3 investments measured at fair value on a recurring basis for the year ended
December 31, 2019 are summarized below:

Level 3 Measurements

Beginning balance $ 394,113
Securities received and receivabie as consideration 293,081
Realized and unrealized gains/losses-net, included in earnings (145.254)
Ending balance $ 541,940
5. Furniture, Equipment and Leasehold Improvements
Furniture and equipment and leasehold improvements, at cost, consisted of the following as of December
31, 2019:
Furniture and equipment $ 241,944
Leasehold improvements 49,770
291,714
Less: accumulated depreciation and amortization (254,120)
Property and equipment - net $ 37594

Total depreciation and amortization expense was $1,291 for the year ended December 31, 2019.

6. Recent Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases, which creates ASC 842, Leases. This
guidance requires a lessee to account for leases as finance or operating leases. Both types of leases will
result in the lessee to account for leases as finance or operating leases. Both type of leases will resulting
the lessee recognizing a right-of-use asset (“‘ROU") and corresponding lease liability on ots statement of
financial condition. The new guidance became effective for the company beginning January 1, 2019. The
Company applied Transition Method B and recorded ROU asset of $348,000 and a lease liability of
$341,333 upon adoption. The company determined a discount rate of 4.50% to be used to calculate the
lease liability

7. Net Capital Requirements
Pursuant to the basic uniform net capital provisions of the Securities and Exchange Commission, the
Company is required to maintain a minimum net capital, as defined in such provisions. Further, the
provisions require that the ratio of aggregate indebtedness, as defined, to net capital shall not exceed 15
to 1. Net capital and the related net capital ratio may fluctuate on a daily basis. The net capital and net
capital requirements of $38,404 and $100,000, respectively, resulted in excess net capital of $193,868.
The Company’s percentage of aggregate indebtedness to net capital was .20 to 1.

8. Risks and Uncertainties

The Company is engaged in trading and providing a broad range of securities brokerage and investment
services to a diverse group of retail and institutional clientele, as well as corporate finance and investment
banking services to corporations and businesses. Counterparties to the Company's business activities
include broker-dealers and clearing organizations, banks and other financial institutions. The Company
uses one clearing broker to process transactions and maintain customer accounts on a fee basis for the
Company. The Company uses its clearing broker for a significant portion of its business. The Company
permits the clearing firm to extend credit to its clientele secured by cash and securities in the client's
account. The Company's exposure to credit risk associated with the non-performance by its customers
and counterparties in fulfilling their contractual obligations can be directly impacted by volatile or illiquid
trading markets, which may impair the ability of customers and counterparties to satisfy their obligations
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Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

10.

to the Company. The Company has agreed to indemnify the clearing brokers for losses they incur while
extending credit to the Company’s clients. It is the Company’s policy to review, as necessary, the credit
standing of its customers and counterparties. Amounts due from customers that are considered
uncollectible by the clearing broker are charged back to the Company by the clearing broker when such
amounts become determinable. Upon notification of a charge back, such amounts, in total or in part, are
then either (i) collected from the customers, (i) charged to the broker initiating the transaction, and/or (iii)
charged as an expense, based on the particular facts and circumstances.

Securities owned are exposed to various market and credit risks. Due to the level of risk associated with
these securities, it is at least reasonably possible that changes in the values of securities will occur in the
near term and that such changes could materially affect the amounts reported in the statement of
financial condition.

The Company maintains its cash in bank deposit accounts with one major financial institution. Interest
and non-interest bearing accounts are insured by the Federal Deposit Insurance Corporation up to
$250,000. The bank accounts, at times, exceed federally insured limits. The Company monitors the
financial condition of this institution and has not experienced any losses on such accounts.

Special Account for the Exclusive Benefit of Customers

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934 and,
therefore, is not required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of
Customers” since it meets the requirements of rule 15¢3-3(k)(2)(ii), which, among other provisions,
requires the Company to clear all transactions with and for customers on a fully-disclosed basis with a
clearing broker or dealer, and to promptly transmit all customer funds and securities to the clearing broker
or dealer which carries all of the accounts for such customers.

Commitments and Contingencies

Leases

The company recognizes and measures its leases in accordance with FASB ASC 842, Leases. The
Company is a lessee in several noncancellable operating leases, for office space, computers and office
equipment. The Company determines if an arrangement is a lease, or contains a lease, at inception of a
contract and when the terms of an existing contract are changes. The Company recognizes a lease
liability and right of use (ROU) asset at the commencement date of the lease. The lease liability is initially
and subsequently recognized based on the present value of its future lease payments. Variable payments
are included in the future lease payments when those variable payments depend on an index or a rate.
The discount rate is the implicit rate if it is readily determinable or otherwise the Company uses its
incremental borrowing rate. The implicit rates of our leases are not readily determinable and accordingly,
we use our incremental borrowing rate based on the information available at the commencement date for
all leases. The Company incremental borrowing rate for a lease is the rate of interest it would have to pay
on a collateralized basis to borrow an amount equal to the lease payments under similar terms and in a
similar economic environment. The ROU asset is subsequently measured throughout the lease term at
the amount of the remeasured lease liability (i.e. present value of the remaining lease payments(), plus
unamortized initial direct costs plus (minus) any prepaid (accrues) lease payments less the unamortized
balance of lease incentives received, and any impairment recognized. Lease cost for lease payments is
recognized on a straight-line basis over the lease term.

The Company has elected, for all underlying classes of assets, to not recognize ROU assets and lease
liabilities for short-term leases that have a lease term lease of 12 months or less or at least
commencement and do not include option to purchase the underlying asset that the Company is
reasonably certain to exercise. We recognize lease cost associated with our short-term lease on a
straight line basis over the lease term. :

The Company made an accounting policy election by class of underlying asset, for computerd and office
equipment to account for each separate lease component of a contract and its associated non-lease
components of a contract and its associated no —lease components (lessor —provided maintenance) as a
single lease component.
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Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

The Company has obligations as a lessee for office space with initial noncancelable terms in excess of
one year. The Company classified this lease as an operating lease. This lease generally contain renewal
options for periods ranging from two to five years. Because the Company is not reasonably certain to
exercise these renewal options, the optional periods are not included in determining the lease term, and
associated payments under these renewal options are excluded from lease payments. The Company
leases do not include termination options for either party to the lease or restrictive financial or other
covenants. Payments due under the lease contracts include fixed payments plus, for many of the
Company’s lease variable payments. The Company’s office space lease require it to make variable
payments for the Company proportionate share of the building property taxes, insurance, and common
area maintenance. These variable lease payments are not included in lease payments used to determine
lease liability and are recognized as variable costs when incurred.

In February 2010, the Company entered into an agreement to lease office space in Red Bank, New
Jersey, under an initial six-year operating lease, with the option to renew for an additional five year term.
This non-cancelable operating lease carried escalating payments through its expiration in 2016. In April
2016, the Company entered into a First Amendment to Agreement of Lease extending its initial term for a
period of five (5) years commending as of May 1, 2016 and expiring on April 30, 2021. The new basic rent
stays constant through the term of the Lease and contains an abatement provision in the amount of
$20,000 for the months of December 2016, December 2017, December 2018, December 2019 and
December 2020. In addition, the Company is responsible for paying its pro-rata share of certain
expenses. The lease is guaranteed by several stockholders of the Company.

The Company also entered into lease agreements for certain office equipment. The lease payments are
charged to expense when incurred.

Future minimum lease payments for all leases are as follows for the years ended December 31:

2020 256,000
2021 92,000
$ 348,000
The components of lease cost for the year ended December 31, 2019 are as follows:.
Operating lease cost $341,333
Total lease cost $341,333

Amounts reported in the balance sheet as of December 31,2019 were as follows:

Operating lease right to use asset $348,000
Operating lease liability $341,333

Other information related to leases as of December 31, 2019 was as follows:
Supplemental cash flow information:
Cash paid for amounts included in the measurement of lease liability:
Operating cash flow from operating lease $6,667

ROU asset obtained in exchange for lease obligation:
Operating Lease $348,000

Weighted average discount rate:
Operating Lease 4.50%
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Garden State Securities, Inc.
Notes to Financial Statements
December 31, 2019

1.

Amounts disclosed for ROU assets obtained in exchange for lease obligation and reductions to ROU
assets resulting from reductions to lease obligations include amounts added to or reduced from carrying
amount of ROU asset resulting from new lease modifications or reassessments.

Legal and Other Contingencies

The outcomes of legal proceedings and claims brought against us are subject to significant uncertainty.
Professional standards requires that an estimated loss from a loss contingency such as a legal
proceeding or claim should be accrued by a charge fo income if it is probable that an asset has been
impaired or a liability has been incurred and the amount of the loss can be reasonably estimated.
Disclosure of a contingency is required if there is at least a reasonable possibility that a loss has been
incurred. In determining whether a loss should be accrued we evaluate, among other factors, the degree
of probability of an unfavorable outcome and the ability to make a reasonable estimate of the amount of
loss. Changes in these factors could materially impact our results of operations, financial position, or our
cash flows. In the ordinary course of business the Company may be a party to claims or disputes.
Amounts are accrued or disclosed based on the criteria described above.

In 2019, the Company settled customer complaints and arbitrations in the aggregate amount of
approximately $127,500 of which $75,000 was paid by the Company’s errors and omissions carrier.

Related Party Transactions

One of the Company’s related parties, Garden State Holdings, LLC (“GSH"), holds the errors & omissions
policy and related financing. GSH is not an operating company and has no assets other than the related
party transaction described above; therefore the Company makes the payments for the financing on
behalf of GSH. In 2019, the monthly payment was $10,143 for a period of nine months.

Included in prepaid expenses and other assets is a receivable from one of the Company’s owners in the
amount of $88,907, which includes interest at a rate of 4%. This receivable is expected to be fully
collected.

At December 31, 2019, the Company is owed $1,035,193 from entities related by common ownership.
The advances are non-interest bearing and not subject to a definitive payback schedule.



