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INDEPENDENT AUDITOR’S REPORT 
 
 

To the Stockholders of 
The Griswold Company, Inc. 
 
We have audited the accompanying statement of financial condition of The Griswold Company, Inc. 
as of December 31, 2010, and the related statements of income, changes in stockholders’ 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 The Griswold Company, Inc. as of December 31, 2010, and the results of its 
operations and its cash flows for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken 
as a whole.  The information contained on page 12 is presented for purposes of additional analysis and 
is not a required part of the basic financial statements, but is supplementary information required by 
rule 17a-5 under 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. 
 
 
 
 
 
New York, New York 
February 28, 2011 
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THE GRISWOLD COMPANY, INC. 

 
STATEMENT OF FINANCIAL CONDITION 

 
DECEMBER 31, 2010 

 
 

The accompanying notes are an integral part of these financial statements. 

 

Cash and cash equivalents 328,403$      
Securities owned - at market value 1,499,000     
Commission receivable 770,092        
Other receivable 38,453          
Property and equipment, net of
  accumulated depreciation of $6,678 28,761          
Other assets 115,684        

Total assets 2,780,393$   

Liabilities
Accounts payable and accrued expenses 831,590$      
Other liabilities 500,303        

Total liabilities 1,331,893$   

Stockholders’ equity
Common stock - Class A, voting, $.004 par value; authorized 4,000,000
    shares, issued 3,010,000 and outstanding 2,475,000 shares  12,040          
Common stock - Class B, nonvoting, $.004 par value; authorized 6,000,000
    shares, issued 1,453,750 shares and outstanding 615,480 shares 5,815            
Additional paid-in capital 3,494,916     
Treasury stock, voting, 535,000 shares; nonvoting, 838,270 shares at cost (2,560,205)    
Retained earnings 495,934        

Total stockholders’ equity 1,448,500     

Total liabilities and stockholders’ equity 2,780,393$   

ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
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THE GRISWOLD COMPANY, INC. 

 
STATEMENT OF INCOME 

 
YEAR ENDED DECEMBER 31, 2010 

The accompanying notes are an integral part of these financial statements. 

 
 
 
Revenue:
Commissions 10,642,751$  
Interest and dividends 66,933           
Other 147,973         

Total revenue 10,857,657$  

Net realized/unrealized gain from investment transactions in securities 234,000         

Expenses:
Employee compensation and benefits 6,837,824      
Exchange fees, clearance charges and other brokerage costs 2,721,611      
Professional fees 146,546         
Interest 9,787             
Travel, meals and entertainment 194,645         
Communications 418,585         
Occupancy 102,944         
Charitable contributions 20,900           
Insurance 286,301         
Commissions 227,740         
Other 295,264         

Total expenses 11,262,147    

Loss before provision for income taxes (170,490)        

Provision for income taxes 12,490           

Net loss (182,980)$      
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THE GRISWOLD COMPANY, INC. 

 
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY 

 
YEAR ENDED DECEMBER 31, 2010 

 
 

The accompanying notes are an integral part of these financial statements. 

Additional
Paid-In Retained

Shares Amount Shares Amount Capital Shares Amount Earnings Total

Balance, December 31, 2008 3,010,000   12,040$  1,397,040   5,588$    3,460,969$  1,373,270   (2,560,205)$  946,281$      1,864,673$    

Net loss (182,980)      (182,980)        

Distributions (267,367)      (267,367)        

Common stock issued    56,710        227         33,947            34,174           

Balance, December 31, 2009 3,010,000   12,040$  1,453,750   5,815$    3,494,916$  1,373,270   (2,560,205)$  495,934$      1,448,500$    

Class A - Voting Class B - Nonvoting
Common Stock

Treasury Stock
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THE GRISWOLD COMPANY, INC. 

 
STATEMENT OF CASH FLOWS 

 
YEAR ENDED DECEMBER 31, 2010 

 
 

The accompanying notes are an integral part of these financial statements. 

 
Cash flows from operating activities:
Net loss (182,980)$       
Adjustment to reconcile net loss to net cash used by
  operating activities:
Depreciation and amortization 5,080              
(Increase) decrease in operating assets:

Commissions receivable 417,122          
Other receivable (8,545)             
Securities owned – at market value (234,000)         
Other assets 11,305            

Increase in operating liabilities:
Accounts payable and accrued expenses 97,050            
Other liabilities 61,566            

Net cash provided by operating activities 166,598$        

Cash flows from investing activities
Purchase of property and equipment (4,281)             

Net cash used by investing activities (4,281)             

Cash flows from financing activities:
Distributions to shareholders (267,367)         
Proceeds on sale of common stock 34,174            

          Net cash used in financing activities (233,193)         

          Net decrease in cash and cash equivalents (70,876)           

Cash and cash equivalents at beginning of year 399,279          

Cash and cash equivalents at end of year 328,403$        

Supplemental disclosures of cash flow information:
Cash paid during the year for:

   Interest 9,787$            
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THE GRISWOLD COMPANY, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
DECEMBER 31, 2010 

 

 
 

NOTE 1 -  NATURE OF BUSINESS 
 

The Griswold Company, Inc. (the “Company”) is a broker-dealer registered with the 
Securities and Exchange Commission (the “SEC”) and is a member of the New York Stock 
Exchange, Inc. (the “NYSE”); the Boston Stock Exchange (the “BSE”); the Financial 
Industry Regulatory Authority, Inc. (“FINRA”), formerly the National Association of 
Securities Dealers (the “NASD”); The NASDAQ Stock Market (the “NASDAQ”) and the 
Securities Investor Protection Corporation (the “SIPC”).  The Company earns commissions 
from activities transacted with other registered broker-dealers as well as non broker-dealer 
customers.  The Company acts as an introducing broker. 

 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

a)  Security transactions – revenue recognition 
Security transactions (and related commission revenue and expense) are recorded on a 
trade-date basis.  Publicly traded securities owned are stated at market value with 
unrealized gains and losses reflected in income. 
 

b) Use of estimates 
The preparation of financial statements in conformity with U.S. generally 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. 

 
c) Cash equivalents 

The Company considers highly liquid investments with an original maturity of three 
months or less to be cash equivalents. 
 

d) Property and equipment  
Property and equipment are stated at cost. Depreciation is computed using accelerated 
methods over the estimated useful lives of the assets. 

 
e) Concentrations and credit risk 

The Company maintains cash balances at several banks. For those banks who are 
participants in the FDIC Transaction Account Guarantee Program, all non-interest 
bearing accounts of the Company are fully covered by FDIC insurance through 
December 31, 2010 for the entire amount in the account. The Company did not incur any 
losses in these accounts. 
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THE GRISWOLD COMPANY, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
DECEMBER 31, 2010 

 

 
 
 
NOTE 3 -  RECEIVABLE FROM CLEARING BROKER/ 
 SECURITIES HELD AT BROKER 
 

The Company conducts business with one clearing broker on behalf of its customers. The 
Company earns commissions as an introducing broker for the transactions of its customers.  
The clearing and depository operations for the Company’s customer accounts are performed 
by its clearing broker pursuant to a clearance agreement. 

  
 

NOTE 4 - COMMITMENTS AND CONTINGENT LIABILITIES 
 

a) Lease commitments 
The Company entered into a lease for new offices in December 2007, expiring in 
February 2013.   

 
 Minimum future lease payments are as follows: 
 
 Year ending December 31, 

 
  2011 $   107,970 

 2012 111,209 
    2013       19,091  
 
 $   238,270 
 
Rent expense for the year ended December 31, 2010 amounted to $102,944. 

 
b) Brokerage activities 

In the normal course of business, the Company is engaged in various brokerage activities 
on an agency basis through a clearing broker.  In connection with these activities, a 
customer’s unsettled transactions may expose the Company to off-balance sheet risk in 
the event the customer is unable to fulfill its contractual obligations.  Significant credit 
exposure may result in the event that the Company’s clearing broker is unable to fulfill 
their contractual obligation. 

 
NOTE 5 - NET CAPITAL REQUIREMENTS 

As a registered broker-dealer and member firm of the NYSE, BSE, FINRA, and NASDAQ, 
the Company is subject to the Uniform Net Capital Rule (Rule 15c3-1) of the SEC.  The 
Company computes its net capital under the basic method permitted by the rule, which 
requires the maintenance of minimum net capital of 6-2/3% of aggregate indebtedness, as 
defined, or $5,000, whichever is greater.  At December 31, 2010, the Company had net 
capital of $785,285, which exceeded the requirement by $696,493. 
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THE GRISWOLD COMPANY, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
DECEMBER 31, 2010 

 

 
 
 

NOTE 6 - EMPLOYEE BENEFIT PLANS 

 The Company maintains a noncontributory defined contribution profit-sharing plan and a 
401(k) plan which include all eligible employees, as defined in the plans.  Contributions to 
the plans are at the discretion of management.  For the year ended December 31, 2010, 
$2,263 was contributed to the 401(k) plan. 

 
 
NOTE 7 - INCOME TAXES 

No provision for federal income taxes has been made as the Company has elected to be 
treated as an S Corporation for federal and state income tax purposes.  As such, the 
Company is not liable for federal or state income taxes.  The Company is liable for income 
taxes imposed by the city of New York.   

 
 

NOTE 8 - SUBSEQUENT EVENTS 

 Management of the Company evaluated subsequent events through February 28, 2011, the 
date the financial statements were issued.  There are no subsequent events to disclose.   

 

NOTE 9 - FAIR VALUE MEASUREMENTS 

The Company adopted Financial Accounting Standards Board (FASB) Statement No. 157, Fair 
Value Measurements (“FASB Statement No. 157”) (with FASB codification change, new 
reference ASC 820, “Fair Value Measurements and Disclosure Topics”), which establishes a 
framework for measuring fair value. This framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the 
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities 
(“Level 1” measurements), gives the next priority to quoted values based on observable inputs 
(“Level 2” measurements), and the lowest priority to values based on unobservable inputs 
(“Level 3” measurements).  The three levels of the fair value hierarchy under ASC 820 are 
briefly described below: 

(a) Level 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. For example, 
stocks listed on a recognized exchange or listed mutual funds. 

 
(b) Level 2 
 Inputs to the valuation methodology include: 

 Quoted prices for similar assets or liabilities in active markets; 
 Quoted prices for identical or similar assets in inactive markets; 
 Inputs other than quoted prices that are observable for the asset or liability; 
 Inputs that are derived principally from or corroborated by  

observable market data by correlation or other means. 
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THE GRISWOLD COMPANY, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
DECEMBER 31, 2010 

 

 

 
 
NOTE 9 - FAIR VALUE MEASUREMENTS (Continued) 

 
(c) Level 3 

Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. For example, real estate using an independent appraisal process.  

 
The asset’s or liability’s fair value measurement level within the fair value hierarchy is 
based on the lowest level of any input that is significant to the fair value measurement. 
Valuation techniques used need to maximize the use of observable inputs and minimize the 
use of unobservable inputs. 

 
The following is a description of the valuation methodologies used for assets measured at 
fair value.  There have been no changes in the methodologies used at December 31, 2009. 
 
(a) Cash and Cash Equivalents 

Cash and cash equivalents consist of checking accounts which are valued at their 
respective balances at the reporting date and money market portfolios which are 
valued using amortized cost which approximates fair value. 
 

(b) Common Stock 
The fair value is based on the closing price reported in the active market in which the 
individual security is traded. 

 
The following table presents information about the Company’s assets measured at fair value 
as of December 31, 2010: 
 
 

Level 1 Level 2 Level 3 Total

Cash and cash equivalents 328,403$    -$                -$                328,403$     
Common stocks 1,499,000    -                  -                   1,499,000     

Total assets at fair value 1,827,403$  -$                -$                 1,827,403$   

Assets at Fair Value as of December 31, 2010

 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SUPPLEMENTARY INFORMATION 
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THE GRISWOLD COMPANY, INC. 

 
SUPPLEMENTARY INFORMATION 

 
COMPUTATION OF NET CAPITAL PURSUANT TO UNIFORM 

NET CAPITAL RULE 15c3-1 
 

DECEMBER 31, 2010 
 

 

Net Capital
Stockholders’ equity 1,448,500$       

Credits - liability subordinated to claims of general creditors -                       

1,448,500         
Debits:

Nonallowable assets
Receivables 109,575$       
Property and equipment 28,761           

         Other assets 79,163           
         Other deductions and/or charges 14,015           

Total debits 231,514            

Net capital before haircuts on marketable securities 1,216,986         

Less haircuts on securities and other charges 225,106         
Undue concentration 206,595         

431,701          

Net capital per rule 15c3-1 785,285            

Minimum net capital requirement – 6-2/3% of aggregate indebtedness of   
   $1,331,893 or $5,000, whichever is greater 88,792              

Excess net capital 696,493$          

Aggregate Indebtedness
Accounts payable and accrued expenses 1,331,893$    

Total aggregate indebtedness 1,331,893$       

Ratio of aggregate indebtedness to net capital 1.70 to 1

Reconciliation with Company's computation (included in part II of

Form x-17a-5 as of December 31, 2009)

Excess as reported in Company's Part II Focus report 599,973$          
     Overstatement of non-allowable assets on Focus report 65,657              
     Audit adjustments, net 30,863              

Excess per above computation 696,493$          



 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REPORT ON INTERNAL CONTROL STRUCTURE



 

 

 
 
 
 
 
 
 
 
To the Stockholders of 
The Griswold Company, Inc.: 
 
 
 
In planning and performing our audit of the financial statements of The Griswold Company, Inc, 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 (internal 
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 required 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 (or aggregate debits) and net capital under Rule 17a-3(a)(11) 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: 
 

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 an internal control and 
the practices and procedures referred to in the preceding paragraphs.  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 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 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 management’s authorization and recorded properly to permit 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. 



 

 

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 control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there 
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control. 
 
Our consideration of the 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.  We did not identify any deficiencies in internal control and control activities for 
safeguarding securities that we consider to be material weaknesses, as defined above. 
 
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, 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 Management Committee, the SEC, 
FINRA, 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 specific parties. 
 
 
 
 
February 28, 2011 

 


