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PART |
Statement Regarding Forward-Looking Disclosure

The information contained in this Form 10-K and #xhibits hereto may contain forwalabking statements within the meaning of Sec
27A of the Securities Act of 1933 and Section 2fEhe Securities Exchange Act of 1934 (the "ExcleAgt"). Such statements, includ
statements regarding our expectations about olityatsi raise capital, our strategy to achieve oarporate objectives, including our strat
to pursue growth through acquisitions, to incresesnues through our registered representativesiteng program and expand our bri
awareness and business presence, our ability fordféable, our expectation that the number of parparers who are certified put
accountants will increase, the cyclical nature wf lousiness, our liquidity and our ability to fuadd intentions for funding future operatic
revenues, the outcome or effect of litigation, @aion and regulatory investigations, the impaict@rtain accounting pronouncements,
effects of our costutting measures and our intention to continueldsaty control expenses, contingent liability asated with acquisition
the impact of the current economic downturn, otgntion to continue to invest in technology andeosh are based upon current informa
expectations, estimates and projections regardfghe industries and markets in which we operate, management's assumptions
beliefs relating thereto. Words such as "will,'ldp" “anticipate”, "expect," "remain," "intend,"eStimate," "approximate," “believednc
variations thereof and similar expressions arenitieel to identify such forwarkboking statements. These statements speak ordf/the dat
on which they are made, are not guarantees ofdytarformance, and involve certain risks, uncetiggrand assumptions that are difficul
predict. Therefore, actual outcomes and resultsdcoaterially differ from what is expressed, implier forecast in such forwaldeking
statements. Such differences could be caused bymier of factors including, but not limited to, thacertainty of laws, legislatic
regulations, supervision and licensing by fedestdfe and local authorities and their impact onlithes of business in which we and
subsidiaries are involved; unforeseen complianstsc@hanges in economic, political or regulatoryinments; changes in competition
the effects of such changes; the inability to impdat our strategies; changes in management andgelaueat strategies; our inability
successfully design, create, modify and operatecomputer systems and networks and litigation agdilatory actions involving us. Reac
should take these factors, as well as the factmisided in Item 1A, “Risk Factors” of this Form KQ-into account in evaluating any st
forward-looking statements. We undertake no ohiligato update publicly or revise any forwdabking statements, whether as a rest
new information, future events or otherwise, ex@ptequired by law.

ITEM 1. BUSINESS

BUSINESS OVERVIEW

Gilman Ciocia, Inc. (together with its wholly ownedlibsidiaries, “we”, “us”, “our” or the “Company'yas founded in 1981 and
incorporated under the laws of the State of Delawa¥e provide federal, state and local tax prdafaraervices to individuals, predominai
in the middle and upper income tax brackets, admogrservices to small and midsize companies amahfiial planning services, includ
securities brokerage, investment management sspuitgirance and financing services.

As of June 30, 2011, we had 27 offices operatinthiee states (New York, New Jersey, and Florida)r financial planning clients ¢
generally introduced to us through our tax retugppration services, accounting services and eidnehtvorkshops. We believe that our
return preparation and accounting services aretricakly intertwined with our financial planningtadgties and that overall profitability wi
depend, in part, on the two channels leveragingeath other since many of the same processes,qumeseand systems support sales
both channels. Accordingly, management views adbates the Company as one segment.

We also provide financial planning services throagbroximately 38 independently owned and operatices in 11 states. We benefit fr
economies of scale associated with the aggregathiption of both our offices and independently osvo#ices.

All of our financial planners are employees or ipeledent contractors of the Company and registegpdesentatives of Prime Cap
Services, Inc. ("PCS"), our wholly owned subsidiaBCS conducts a securities brokerage businessdprg regulatory ovesight ani
products and sales support to its registered reptatves, who sell investment products and proseteices to their clients. PCS earns a ¢
of commissions from the services that the finanpilainners provide to their clients in transactidos securities, insurance and rele
products. PCS is a registered securities brdkater with the Securities and Exchange Commis§i8EC") and a member of the Finan
Industry Regulatory Authority ("FINRA") formerly lawn as the National Association of Securities Desallnc. (“NASD”). We also have
wholly owned subsidiary, Asset & Financial Plannihtd. ("AFP"), which is registered with the SECas investment advisor. Almost all
our financial planners are also authorized agehtasurance underwriters. We have the capabilitpmfcessing insurance business thre
PCS and Prime Financial Services, Inc. ("PFS", allwtowned subsidiary), which are licensed insuesabcokers, as well as through ot
licensed insurance brokers. We are also a licems®tgage broker ithe State of New York and through GC Capital Corp, wholly ownei
subsidiary, a licensed mortgage brokerage busingbg State of Florida.
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In fiscal 20111, approximately 82% of our revenues were derivedhfrommissions and fees from financial planningises, including ot
financing and insurance activities, and approxityat8% were derived from fees for tax preparatiod accounting services.

A majority of the financial planners are also taegarers and/or accountants. Our tax preparatienéss is conducted predominanth
February, March and April. During the 2011 tax seawe prepared approximately 22,700 United St@eseturns, up approximately 2.’
from 22,100 prepared in 2010.

We are quoted on the OTC Bulletin Board under tmatol GTAX.

Our Annual Reports on Form 10-K, Quarterly Reportd=orm 10-Q and Current Reports on Forid 8an be obtained, free of charge, on
website at www.gtax.com

OUR STRATEGY

Overall Strategy. We believe that our recurring tax return preparaind accounting services are inextricably imgréd with our financie
planning services. Clients often consider otheeats of their financial needs, such as investmémisirance, retirement and estate plani
when having their tax returns and business recprdpared by us. We believe that this combinatiorsariiices to our recurring tax ¢
accounting clients has created, and will contirueréate, optimum revenue for us.

Expand our client base through acquisitionsWe are actively pursuing acquisitions of tax prefian and accounting firms to increase
client base and accounting business. In an eftofatilitate identifying potential acquisitions, wrve launched an advertising camp
involving targeted direct mail, a customized websind inbound and outbound telemarketing to prdsfpecleads. We believe that,
addition to the tax preparation and accountingisesvrevenue generated from the acquired practihese are additional opportunities
increase financial planning revenue by providim@ficial planning services to many of the acquiteshts.

Recruiting financial planners. We are actively recruiting financial planners. 3@efforts are supported by advertising, targetestdmail
and inbound and outbound telemarketing.

Increase brand awareness; expand business presend¥e plan to increase our brand recognition to attreew clients and financi
planners. We are executing a comprehensive magkptan to attract more clients and experiencechfir@ planners, build market awaren
and educate consumers and maintain customer loffalbyigh direct marketing, advertising through owarketing department, use of
website, various public relations programs, livenggrs, print advertising, radio, and television.

Provide value-added services to our clientdVe provide our clients with access to a pool oflsrained financial planners and access to up-
to-date market and other financial information. Wewule our representatives with information andnirag regarding current financ
products and services.

Create technologically innovative solutions to sadfy client needs.We continue to pursue additional technologies twise the rapidl
evolving financial services industry.

Build recurring revenue. We have focused our financial planning efforts ailding our feebased investment advisory business. We be
that feebased investment advisory services may be bettareidain clients. While these fees generate sobatly lower first year revent
than most commission products and are more subtepdi fluctuations in the financial markets, tleeurring nature of these fees provid
platform for accelerating future revenue growth.

Provide technological solutions to our employee anthdependent representatives. We believe that it is imperative that we congirto
possess state-of-ttagt technology so that our employees and indepdéndgistered representatives can effectively fatédi, measure a
record business activity in a timely, accurate effitient manner. By continuing our commitment tmyide a highly capable technolc
platform to process business, we believe that weachieve economies of scale and potentially rethue@eed to hire additional personnel.

Cost cutting measures. As a result of declines in financial markets, weéhanplemented a number of Company initiativesaosolidate jo
functions and implement other cost-cutting measures

1Fiscal years are denominated by the year in whiel end. Accordingly, fiscal 2011 refers to tharyended June 30, 2011.
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Expand our product and service offering through stategic relationships.We continue to pursue business alliances, captaliz cross-
selling opportunities, create operational efficiesand further enhance our name recognition.

TAX RETURN PREPARATION AND ACCOUNTING SERVICES

The United States Internal Revenue Service (th&™JReported that more than 133.8 million indivitl@@11 federal income tax returns i
more than 132.1 million individual 2010 federal agnee tax returns were filed in the United Statesugh June 3, 2011 and June 4, 2
respectively. According to the IRS, a paid preparempletes approximately 64.0% of the tax retuedded in the United States ee
year. During 2011 tax season, the IRS reportegiviey 1.3% more individual returns through Jun2@l1 versus June 4, 20:

Among paid preparers, H&R Block, Inc. ("H&R Blocktiominates the loweost tax preparation business with approximatelyl thousan
offices located throughout the United States. Adigy to information released by H&R Block in itsIZ0Form 10K, H&R Block prepared &
aggregate of approximately 21.4 million United 8satax returns during the 2011 tax season andr2dllitn United States tax returns dur
the 2010 tax season.

Regulation

Federal legislation requires income tax return @refs to, among other things, register as a tapapee, set forth their signatures .
identification numbers on all tax returns prepamgdhem, and retain all tax returns prepared byntfar three years. Federal laws also sul
income tax preparers to accuraeyated penalties in connection with the prepamatibincome tax returns. Preparers may be prafdliton
further acting as income tax return preparersaf/thontinuously and repeatedly engage in specifiestonduct. In addition, authorized |
efiler providers are required to comply with certaitles and regulations, as per IRS Publication 18845 other notices of the IRS applic:
to e-filing.

In September 2010, the IRS published final regoifetithat required all tax return preparers to ustrepparer Tax identification Numt
(“PTIN™) as their identifying number on federal tax retufitesl after December 31, 2010; required all taxinetpreparers to be authorize«
practice before the IRS as a prerequisite to olmgiar renewing a PTIN; caused all previous issB&tN’s to expire on December 31, 2(
unless properly renewed; allowed the IRS to conthuctompliance checks on tax return preparersnei@fthe individuals who are conside
“tax return preparersfor the PTIN applicants, and; set the amount of Fi@N user registration fee at $64.25 per yeare TRS als
conducted background checks on PTIN applicants.

Other changes to be finalized before the next ¢é@san include: establishing a new class of prangtis who are authorized to practice be
the IRS under Circular 230, called “registeredretarn preparersivho would be required to pass a competency examimat a prerequisi
to becoming a registered tax return preparer, cetapannual continuing professional education reguémts and comply with ethir
standards, set the amount for the competency exdiminfee and set the amount of the tax returngreapplication and renewal fee.

The Gramm-Leach-Bliley Act and related Federal &r@bmmission (“FTC"yegulations require us to adopt and disclose custqrrivacy
policies and provide customers the opportunitygbaut of having their information shared with eéntthird parties.

Competition

We compete with national tax return preparers agh&R Block, Jackson Hewitt, and Liberty Tax. eTlkemainder of the tax preparai
industry is highly fragmented and includes regioi@al preparation services, accountants, attorreys|l independently owned compan
and financial service institutions that prepareretarns as ancillary parts of their business. Tough lesser extent, we compete with the on-
line and software self preparer market. We belite¢ H&R Block's dominance as the industry leader and the fragatientof the rest of tt
industry represents a very attractive growth oppoty for us.

The principal methods of competition within the t&turn preparation industry include price, senaoel reputation for quality. We belie
that within the middle to upper income tax brackétse nichemarket in which we concentrate), service and rejmrtdor quality are the ke
to competing in the tax return preparation business

FINANCIAL PLANNING
All of our financial planners are registered reprdaatives of PCS. PCS conducts a securities baigkebusiness providing regulat

oversight and product and sales support to itstegid representatives, who provide investmentymtsdand services to their clients. PCS
registered securities broker-dealer with the SE€Caamember of FINRA.
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To become a registered representative, a persohpags one or more of a series of qualifying exadministered by FINRA that test
person's knowledge of securities and related réignka Thereafter, PCS supervises the registeqg@sentatives with regard to all regula
matters. In addition to certain mandatory backgdocimecks required by FINRA, we also require thahaagistered representative respor
writing to a background questionnaire. PCS has ladé to recruit and retain experienced and pradeicegistered representatives who ¢
to establish and maintain personal relationshipth wheir clients. We believe that continuing to agiberienced, productive registe
representatives is an integral part of our growiitsgy.

Regulation (Compliance and Monitoring)
PCS, AFP and the securities industry in general sabject to extensive regulation in the UnitedeStat both the federal and state level
well as by self-regulatory organizations ("SROsiglsas FINRA.

The SEC is the federal agency primarily responditrié¢he regulation of brokedealers and investment advisers doing businedgithite
States. Certain aspects of brokiealer regulation have been delegated to secuiittasstry SROs, principally FINRA and the New Y
Stock Exchange (“NYSE”)These SROs adopt rules (subject to SEC approval)gbvern the industry, and, along with the SEG\deo
periodic examinations of the operations of PCS. RCSmember of FINRA and the NYSE. The Board o¥/&oors of the Federal Rese
System also promulgates regulations applicablestuirities credit transactions involving brold®alers. Securities firms are also subje
regulation by state securities administrators os¢hstates in which they conduct business.

Broker-dealers are subject to regulations coveasihgspects of the securities industry, includiafes practices, trade practices among broker
dealers, capital requirements, the use and safeigeep clients' funds and securities, recordkeegnd reporting requirements, supervis
and organizational procedures intended to ensumepliance with securities laws and to prevent unidwfading on material nonpub
information, employee related matters, includingldication and licensing of supervisory and sgbessonnel, limitations on extensions
credit in securities transactions, clearance attieseent procedures, requirements for the registraunderwriting, sale and distribution
securities and rules of the SROs designed to pmrhagh standards of commercial honor and just aqtable principles of trade.
particular focus of the applicable regulationstis telationship between brokéealers and their clients. As a result, many aspetthe
relationship between brokelealers and clients are subject to regulation,utlioly, in some instances, requirements that brokeake
"suitability” determinations as to certain custortransactions, limitations on the amounts that tmaygharged to clients, timing of propriet
trading in relation to client's trades, and disates to clients.

Additional legislation, changes in rules promulghtsy the SEC, state regulatory authorities or SR®s;hanges in the interpretation
enforcement of existing laws and rules may direaffect the mode of operation and profitabilitytwbkerdealers. The SEC, SROs and ¢
securities commissions may conduct administratieegedings that can result in censure, fines,dbgaince of cease-addsist orders or tl
suspension or expulsion of a broker-dealer, ite@f or employees. The principal purpose of raqyeand disciplining brokedealers is fc
the protection of customers and the securities ataskot the protection of creditors or sharehalddébroker-dealers.

As a registered broketealer, PCS is required to, and has establishedreitains a system to supervise the activitiegsofetail broker:
including its independent contractor offices andeotsecurities professionals. The supervisory systeist be reasonably designed to act
compliance with applicable securities laws and l&fns, as well as SRO rules. The SROs have ¢sftall minimum requirements for st
supervisory systems; however, each brakeater must establish procedures that are apptepioa the nature of its business operati
Failure to establish and maintain an adequate sigoey system may result in sanctions imposed lgySEC or an SRO, which could lit
PCS' ability to conduct its securities businessrédwer, under federal law and certain state seéesriaws, PCS may be held liable
damages resulting from the unauthorized condudtsohccount executives to the extent that PCS a#edfto establish and maintain
appropriate supervisory system.

Competition

The financial planning and investment advisory bess is highly competitive and contains busineggts a wide range of services.
compete with both large and small investment mamagé¢ companies, commercial banks, brokerage fimetuding discount brokerage firt
that have electronic brokerage services), insuranogpanies, independent financial planners, indégeinbrokerdealers and other financ
institutions. Many of our larger competitors hareater marketing, financial and technical rescaitban we have.

In addition, we may suffer from competition frompaeting employees and financial planners, and noaypete for talent with other financ
service businesses. Our ability to compete effelstiin our businesses is substantially dependendwr continuing ability to attract, rete
and motivate qualified financial advisors.
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COMPETITIVE ADVANTAGES

Tax Return Preparation and Accounting Services

We believe that we offer clients a cost effectine @roactive tax preparation and tax planning sereompared to services provided by F
Block, accountants and many independent tax prepadeir volume allows us to provide uniform sersgieg competitive prices. In additit
as compared to certain of our competitors thatogreen only during tax season, all of our offices apen year round to provide finant
planning and other services to our clients.

Almost all of our professional tax preparers haae preparation experience or are trained by us detrthe required level of expertise
properly prepare tax returns.

Our tax preparers are generally not certified muhticountants, attorneys or enrolled agents. Tokexethey are limited in the representa
that they can provide to clients of ours in therg\af an audit by the IRS. However, through ourasition of accounting firms, we expect
percentage of our tax preparers who are certifigulip accountants to increase. Only an attornegeréified public accountant or a per
specifically enrolled to practice before the IR® capresent a taxpayer in an audit.

Financial Planning

A majority of our tax preparers and accountants g@lsrform financial planning services. We providteaicial planning services, includi
securities brokerage, investment management seniitgurance and financing services. Most middi @gpper income individuals requir
variety of financial planning services. Clientsesftconsider other aspects of their financial nesdsh as insurance, investments, retire|
and estate planning, while having their tax retyrepared by us. We offer every client the oppotjuto complete a questionnaire the
designed to ascertain if the client needs servioe®ther aspects of the cliestfinancial situation. These questionnaires aréevesd tc
determine whether the client may benefit from anaricial planning services.

We provide a variety of services and products tofimancial planners to enhance their professienaland productivity.

Approved Investment Products. Our financial planners offer a wide variety ofpapved investment products to their clients tha
sponsored by wellespected, financially sound companies. We belibag this is critical to the success of our finahglanners and us. \
follow a selective process in determining appropeatiucts to be offered to clients by our finangknners, and we periodically review
product list for continued maintenance or removalpproved status.

Marketing. We provide advertising and public relations aasise to our financial planners that enhance tveifile, public awareness, &
professional stature in the public's eye, includilyRA-approved marketing materials, corporate pratiuct brochures and client letters.

Supervision/Compliance. Our financial planners seek and value assistamttee area of compliance. Keeping in step with [dtest industi
regulations, our compliance department providesutorepresentatives, among other things:

« Advertising and sales literature review;

« Field inspections, followed up with written findisgnd recommendations;

« Assistance with customer complaints and regulatogyiries;

« Workshops, seminars and in-house publications oowscompliance matters;
« Regional and national meetings; and

« Interpretation of rules and regulations and genssaipliance training.

Clearing. We utilize the services of National Financial Seed, LLC, which is a wholly owned subsidiary of &lity Investments, to clear ¢
transactions. Engaging the processing servicesabéaring firm exempts us from the applicatiorceftain capital reserve requirements
other complex regulatory requirements imposed beifal and state securities laws.

MARKETING

We market our services principally through refesfabm customers, media, direct mail, promotiond wrkshops. The majority of clients
each office return to us for tax preparation s&widuring the following year.

Branding. We have invested in upgrading our offices and dgial a consistent look including a distinctivedoand the use of green ¢
gold in our direct mail pieces, website, promotiopi@ces and signage. In addition, we consisteditlgct individuals to our 1-800-TAX-
TEAM toll free telephone number.
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Media. We advertise on television, radio, newspapers, ziaga and outdoor media.

Direct Mail. We regularly send direct mail advertisements tadmxes in the areas surrounding our offices. Tihecdmail advertisin
solicits business for our tax preparation and fai@nplanning services. Many of our new clientstegear are first introduced to us throl
our direct mail advertising.

Workshops. We promote local tax planning workshops. At thesekshops, prospective new clients can learn eadgliow strategies fc
reducing their taxes and for accumulating, preserand transferring their wealth.

Online. We have a website on the internet at www.gtax.é@nCompany information, including financial infoation and our latest ne
releases. In addition, we utilize search engingkatiang tools and advertising to attract interesbar site.

SEASONALITY

Our fiscal year ends on June 30. All referenceguarters and years in this document are to fisaattgrs and fiscal years unless other
noted. The seasonal nature of our tax return bssingsults in our recognition of approximately 58%@ur tax revenues in the third qua
and approximately 32% of our tax revenues in thetfoquarter of each fiscal year, the peak tax gmaton season.

ACQUISITIONS

In fiscal 2011, we completed the purchase of omeatad accounting service firms generating approtetga$l.4 million annually in te
preparation and accounting service fees. We madeatvguisitions in fiscal year 2010. See Note Ntes to Consolidated Financ
Statements for more on acquisitions.

EMPLOYEES

As of June 30, 2011, we employed 195 persons ogrmgment fullime basis. During tax season, we typically empegsonal employe
who do only tax return preparation or provide supfienctions. The minimum requirements for a tagparer at the Company are gene|
some tax preparation experience and the complefionr proprietary tax preparation training counsequivalent educational experience.

Each of the registered representatives licensed R@S and insurance agents licensed through usdrgeeed into a commission shai
agreement with us. Each such agreement generalidas that a specified percentage of the comnmiissaarned by us are paid to
registered representative or insurance agenthdncommission sharing agreements, the employesteegil representatives also agre
maintain certain Company information as confiddraiiad not to compete with us.

TRADEMARK

We have registered our "Gilman Ciocia Tax and Fér@rPlanning” trademark with the U.S. Patent anadEmark Office. The trademar}
registered through 2017.

EQUITY FINANCING

On August 20, 2007, we closed the sale (the "Imeest Purchase Closing") of 40.0 million shareswf @dmmon stock, par value $0.01
share, at a price of $0.10 per share (the "Investiarchase") for proceeds of $4.0 million purduaran Investor Purchase Agreement d
April 25, 2007 (the "Purchase Agreement") with Wegfield Small Cap Value Offshore Fund, Ltd., Wyneéfi Partners Small Cap Val
L.P., Wynnefield Partners Small Cap Value, L.P.d &debFinancial Corporation (the "Investment Purehsly. The 40.0 million shares
common stock were issued pursuant to an exemption the registration requirements of the Securtiesof 1933 under Regulation D, R
506 ("Rule 506").

The Investment Purchase Closing was contingent,ugnonng other things, the purchase of an additié@4l million shares of common st
at a price of $0.10 per share in cash or by thevexmion of outstanding debt or other liabilitiesafrs (the "Private Placement”) by ol
purchasers (the "Private Placement Purchaserdtjdimg officers, directors and employees of outse Tlosing of the Private Placement
"Private Placement Closing") occurred on AugustZI)7 simultaneously with the Investment Purchdssifay.

At the Private Placement Closing, we issued 16l8amishares of common stock for cash proceedslor #illion and 23.1 million shares
common stock for the conversion of $2.3 millionoofr debt. Prime Partners Il, LLC, a holding compamned in part by Michael Ryan (i
Company's President and Chief Executive Officer antiember of the Company's Board of Directors)cipased 15.4 million shares
common stock in the Private Placement by the caiwmenf $1.5 million of Company debt.
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On August 20, 2007, Michael Ryan (our Chief ExewitOfficer), Carole Enisman (our Executive Vicee$ident of Operations), T
Finkelstein (our Vice President, General Counsel Gacretary), Dennis Conroy (our former Chief Aaating Officer), Prime Partners, It
and Prime Partners Il, LLC (holding companies ownedpart by Michael Ryan), Wynnefield Small CaplMa Offshore Fund, Ltc
Wynnefield Partners Small Cap Value, L.P., WynrdfiPartners Small Cap Value, L.P.I and WebFinan€afporation entered into
Shareholders Agreement concerning the voting oif tiiegares of our common stock. These shareholdefsctively own approximate
64.6% of our issued and outstanding shares of cawstack. Pursuant to the shareholders agreenierse tshareholders have the abilit
influence certain actions requiring a shareholage vincluding, the election of directors.

On April 14, 2008, the SEC declared effective agistration statement, which included a prospefiers with the SEC on April 14, 2008 1
a public stock offering (the “Public Stock Offerifig Pursuant to this offering, we distributed, for ramsideration to our holders of comn
stock, nontransferable subscription rights to purchase shaf@sir common stock. Each eligible shareholdeeiraz one subscription ric
for each share of common stock owned at the cldseusiness on April 14, 2008, the record date. Vigtriduted subscription rigr
exercisable for up to an aggregate of 20.0 milbares of our common stock.

Each subscription right entitled an eligible shatdar to purchase up to four shares of common stmdiject to adjustment, at a subscrig
price of $0.10 per share. This is the same pitiwehich we sold 80.0 million shares of common stockhe two private placements descri
above. Shareholders who exercised their basiccaplisn rights in full could ovesubscribe for additional shares to the extent adil
shares were available. The Public Stock Offerixgired on June 20, 2008. A total of 3.9 milliorasks of the common stock were iss
pursuant to the Public Stock Offering.

The Investment Purchasers and the Private Placefhenhasers (collectively, the “2007 Investordiy not receive subscription rights,
had the right until September 15, 2008 to purctesk0.10 per share the shares that remained unsoldine 20, 2008. On Septembel
2008, we filed a supplement to our prospectus etgnuntil December 31, 2008 the period during \whice 2007 Investors had a righ
purchase up to the 16.1 million shares of commocoksbffered under the Prospectus that remainedidiagahe expiration of the Public Stc
Offering. A total of 0.7 million shares were puasied by the 2007 Investors during the extensioingerhich expired on December 31, 2C

ITEM 1A. RISK FACTO RS
Our insurance coverage may be inadequate, resulting an increase in our out-of-pocket costs.

Our insurance carrier has interrelated all claim®iving the variable annuity sales practices ofaip registered representatives of PCS
involve an SEC Order Instituting Administrative a@gase-Anddesist Proceedings Pursuant to Section 8A of thmii8ies Act of 193:
Sections 15(b) and 21(c) of the Exchange Act, amcti® 203(f) of the Investment Advisors Act of D94The total remaining insurar
coverage for all of these claims has been reduoed $1.0 million to $0.3 million after settling alas. As a result of this decreased insur.
coverage, we could be required to pay significaldittonal costs out of pocket, which would reduce working capital and have a mate
adverse effect on our results of operations.

As of June 30, 2011, we had a $3.3 million defidit working capital. We will need additional capitd to continue operations and t
successfully execute our strategic plan includingxpanding our business plans and pursuing acquisitits. Failure to obtain capita
could have an adverse effect upon our business aralir strategic plan, including expanding our busines plans and pursuing
acquisitions.

The capital raised by us in the recent past has theeugh the private sale of notes and commorksiad there is no assurance that we wi
able to continue to do soOur inability to find other sources of financingaur inability to raise additional capital througtivate sales cou
have an adverse effect upon our business stratégiancluding expanding our business plans andyinig acquisitions.

Our business has and may continue to be harmed byarket volatility and declines in general economicanditions.

As the financial markets have deteriorated, ouarfgial planning channel has suffered decreasedhuege Our revenue and profitability n
continue to be adversely affected by declines énvtblume of securities transactions and in matketdity, which generally result in low
revenues from trading activities and commissiormvér securities price levels may also result ieduced volume of transactions as we
losses from declines in the market value of seesribeld in trading, investment and underwritingipons. In periods of low volume, t
fixed nature of certain expenses, including satagied benefits, computer hardware and softwares,costnmunications expenses and o
leases will adversely affect profitability. Suddsimarp declines in market values of securities, ile experienced during the past year,
the failure of issuers and counterparts to perftiveir obligations have resulted in illiquid marketswvhich we have and may continue to ir
losses in principal trading and market making aibdis.
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We have a history of losses and may incur lossesthre future.

We incurred losses in fiscal years 2011, 2010,20698, and may incur losses again in the futureofAkine 30, 2011, our accumulated de
was $35.0 million. If we fail to earn profits, thalue of a shareholders investment may decline.

The expense and diversion of management attentionhich result from litigation could have an adverse #ect on our operating results
and could harm our ability to effectively manage oubusiness.

If we were to be found liable to clients for misdoiat alleged in civil proceedings, our operatioresyrhe adversely affected. Many aspec
our business involve substantial risks of liabilithere has been an increase in litigation andratlin within the securities industry in rec
years, including class action suits seeking sulistadamages. Brok-dealers such as PCS are subject to claims by dissdtclients
including claims alleging they were damaged by iopgr sales practices such as unauthorized tradmgning, sales of unsuitable securil
use of false or misleading statements in the shsecurities, mismanagement and breach of fiduaiarty. Brokeredealers may be liable 1
the unauthorized acts of their retail brokers amtependent contractors if they fail to adequatalyesvise their conduct. PCS is a defen
and respondent in lawsuits and FINRA arbitratianshie ordinary course of business. PCS maintagnariies brokedealer's professior
liability insurance to insure against this risk ke insurance policy contains a deductible, a @agach claim and a cumulative cag
coverage. In addition, certain activities engagetby brokers may not be covered by such insurambe. adverse resolution of any le
proceedings involving us could have a material egtveffect on our business, financial conditiorg eesults of operations or cash flows.

Certain private shareholders, including some of oudirectors and officers, control a substantial inteest in us and thus may influenc
certain actions requiring a vote of our shareholdes.

On August 20, 2007, Michael Ryan (our Chief ExeatDfficer), Carole Enisman (our Executive Viceedident of Operations), T
Finkelstein (our Vice President, General Counsel Gacretary), Dennis Conroy (our former Chief Aaating Officer), Prime Partners, It
and Prime Partners Il, LLC (holding companies ownedpart by Michael Ryan), Wynnefield Small Capld¥a Offshore Fund, Ltc
Wynnefield Partners Small Cap Value, L.P., WynrdfiPartners Small Cap Value, L.P.I and WebFinan€latporation entered into
Shareholders Agreement concerning the voting oif tiiegares of our common stock. These shareholdefsctively own approximate
64.6% of our issued and outstanding shares of cawstack. Pursuant to the shareholders agreenierse tshareholders have the abilit
influence certain actions requiring a shareholdge yvincluding, the election of directors. Tliancentration of ownership and control
these shareholders could delay or prevent a chanmér control or other action, even when a changmntrol or other action might be in-
best interests of our other shareholders.

Our staggered board may entrench management, coulgrevent or delay a change of control of our Companyand discourage
unsolicited shareholder proposals or bids for our smmon stock that may be in the best interests of oshareholders.

Our restated certificate of incorporation providbat our board of directors is divided into thrdasses, serving staggered thyes
terms. As a result, at any annual meeting onlyireority of our board of directors will be considdrfor election. Since our "staggered bo.
would prevent our shareholders from replacing aonitgj of our board of directors at any annual meggtit may entrench management, d
or prevent a change in our control and discouragmlicited shareholder proposals or unsolicited ba our common stock that may b
the best interests of our shareholders.

Our operations may be adversely affected if we aneot able to make acquisitions.

If we do not close on acquisitions, have the appatg capital available to make acquisitions orngd make acquisitions on economic
acceptable terms, our operations may be adverslgted. We plan to continue to expand in the arBéax and accounting services
expanding the business through acquisitions. @wenue growth will in large part depend upon thpamsion of existing business and
successful integration and profitability of acqti@sis.

Making and integrating acquisitions could impair our operating results.

Our current strategy is to actively pursue acqgoisé of tax preparation and accounting firms. Asigions involve a number of risl
including: diversion of managemestattention from current operations; disruptionoof ongoing business; difficulties in integratingd
retaining all or part of the acquired businessgitstomers and its personnel; and the effectiveoese acquired comparg/internal contro
and procedures. The individual or combined efféthese risks could have an adverse effect on osinbss. In paying for an acquisition,
may deplete our cash resources. Furthermore, theéhe risk that our valuation assumptions, custoragention expectations and our moi
for an acquired product or business may be erraneounappropriate due to foreseen or unforesemmiroistances and thereby cause 1
overvalue an acquisition target. There is alsaisiethat the contemplated benefits of an acquoisithay not materialize as planned or may
materialize within the time period or to the extanticipated.
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Our operations may be adversely affected if we areot able to expand our financial planning businesby hiring additional financial
planners and opening new offices.

If the financial planners that we presently empdoyecruit do not perform successfully, our openagi may be adversely affected. We ple
continue to expand in the area of financial plagniby expanding the business of presently empldiethcial planners and by recruiti
additional financial planners. Our revenue growtii im large part depend upon the expansion of texgsbusiness and the succes
integration and profitability of the recruited fimzial planners. Our growth will also depend on $kiecess of independent financial plan
who are recruited to join us.

Our cost cutting strategy could adversely affect auoperations.

As a result of declines in the financial marketshage consolidated certain job functions and imgletad other cost cutting measures. T
is no assurance that our cost cutting strategyheilkfficient or that such strategy will not hawveaalverse impact on operations.

Our consolidated financial statements do not includ any adjustments that might result from the openig of new offices or from tht
uncertainties of a shift in our business.

We may choose to open new offices. When we opepva affice, we incur significant expenses to builat ¢he office and to purche
furniture, equipment and supplies. We have fourad ghnew office usually suffers a loss in its firerr of operation, shows no material pi
or loss in its second year of operation and do¢sttain profitability, if ever, until its third ye of operation. Therefore, our operating re:
could be materially adversely affected in any ytbat we open a significant number of new offices.

Our sale of 80.0 million shares of common stock iAugust 2007, the sale of 3.9 million shares in tHeublic Stock Offering, the sale c
1.0 million shares in the Private Offering and thassuance of shares as compensation to our Board@irectors commencing with fisca
2008 has significantly diluted the common stock ovarship of our shareholders which could adversely &ct future prices of our stock.

The significant dilution of the common stock owrepsof thenexisting shareholders resulting from our August2@€ivate placements, t
dilution of common stock ownership resulting fromr gale of 3.9 million shares of common stock i Bublic Stock Offering, the sale of
million shares in the Private Offering and the &ste of shares as compensation to our Board o€fonrecommencing with fiscal 2008 co
have an adverse effect on the future price of taees of our common stock and on the future volafitee shares traded.

We are not quoted on a national securities exchangghich would limit our ability to raise capital and your ability to trade in our
securities, and which results in additional reguladry requirements.

The Company is quoted on the OTC Bulletin Boardeurttle symbol GTAX. If the Company fails to mesgteria set forth in Rule 15c24
under the Exchange Act (for example, by failindgfite periodic reports as required by the Exchang#) Avarious practice requirements
imposed on broketlealers who sell securities governed by the Rulgetsons other than established customers andditecténvestors. Fi
these types of transactions, the brotealer must make a special suitability determimator the purchaser and have received the purchk
written consent to the transactions prior to s@lensequently, the Rule may have a material adwaffeet on the ability of brokedealers t
sell the Company's securities, which may materiaffgct the ability of shareholders to sell thews#ies in the secondary market. Not be
listed on a national securities exchange may mading our shares difficult for investors, poteltyideading to declines in the share price
may also make it more difficult for us to raise giddal capital.

The low trading volume of our common stock increasevolatility, which could impair our ability to obt ain equity financing.

Low trading volume in our common stock increasdatidy, which could result irthe impairment of our ability to obtain equity fimang. As
a result, historical market prices may not be iath@ of market prices in the future. In addititime stock market has recently experiet
extreme stock price and volume fluctuation. Our kaaprice may be impacted by changes in earninsa®s by analysts, economic |
other external factors and the seasonality of ausiness. Fluctuations or decreases in the tradicg pf the common stock may adver:
affect the shareholders' ability to buy and sedlébmmon stock and our ability to raise money in a

future offering of common stock.
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Changing laws and regulations have resulted in inerased compliance costs for us, which could affeatrooperating results.

Changing laws, regulations and standards relabngptporate governance and public disclosure, dhofuthe Sarbane®xley Act of 2002
the DoddFrank Wall Street Reform and Consumer Protectioh aul newly enacted SEC regulations have creatddi@thl complianc
requirements for companies such as ours. We arendted to maintaining high standards of internahtcols over financial reportin
corporate governance and public disclosure. Assalttewe intend to continue to invest appropriateources to comply with evolvi
standards, and this investment has resulted ahdikelly continue to result in increased generad administrative expenses and a diversic
management time and attention from revenue-genegrattivities to compliance activities.

Dependence on technology software and systems andr dnability to provide assurance that our systemswill be effective coulc
adversely affect our operations.

As an information-financial services company witsubsidiary brokedealer, we are greatly dependent on technologyvaoét and syster
and on the internet to maintain customer recorfisctesecurities transactions and prepare andtdikereturns. In the event that there i
interruption to our systems due to internal systéaisire or from an external threat, including teist attacks, fire and extreme wea
conditions, our ability to prepare and file taxurgis and to process financial transactions couldffexted. We have offsite backup, redun
and remote failsafe systems in place to safegugathst these threats but there can be no assuthatsuch systems will be effective
prevent malfunction and adverse effects on operatio

We face substantial competition. If we fail to remin competitive, we may lose customers and our relési of operations would bt
adversely affected.

The financial planning and tax planning industiaes highly competitive. If our competitors creataw products or technologies, or are
to take away our customers, our results of oparatinay be adversely affected. Our competitors deltkompanies specializing in income
preparation as well as companies that provide géfieancial services. Our principal competitors &&R Block and Jackson Hewitt in 1
tax preparation field and many wéihown national brokerage and insurance firms infith@ncial services field, including Merrill Lynclinc
Citigroup. Many of these competitors have largerkatshares and significantly greater financial atiter resources than us. We may n
able to compete successfully with such competitG@npetition could cause us to lose existing clieithpact our ability to acquire ni
clients and increase advertising expendituregfallhich could have a material adverse effect onboisiness or operating results.

Additionally, federal and state governments mathi future become direct competitors to our tarrirfiys. If federal and state governm
provide their own software and electronic filingngees to taxpayers at no charge it could have terah adverse effect on our busini
financial condition and results of operations. Téeral government has proposed legislation thaldcfurther this initiative.

Government initiatives that simplify tax return preparation could reduce the need for our services aa third party tax return
preparer.

Many taxpayers seek assistance from paid tax rgiteparers such as us because of the level of exmplinvolved in the tax retu
preparation and filing process. From time to tigeyernment officials propose measures seekingntplgy the preparation and filing of t
returns or to provide additional assistance wipeet to preparing and filing such tax returns. jphssage of any measures that significi
simplify tax return preparation or otherwise redtioe need for a third party tax return preparedadoeduce demand for our services, cau
our revenues or profitability to decline.

Changes in the tax law that result in a decreasedumber of tax returns filed or a reduced size of taxefunds could harm our business.

From time to time, the United States Treasury Diepant and the Internal Revenue Service adopt palcyrule changes and other initiati
that result in a decrease in the number of taxmstfiled or reduce the size of tax refunds. Singlaanges in the tax law could reduce den
for our services, causing our revenues or profitgtio decline.

The highly seasonal nature of our business presengsnumber of financial risks and operational challeages which, if we fail to mee
could materially affect our business.

Our business is highly seasonal. We generate sulaha all of our tax preparation revenues duriag season, which is the period fr
January 1 through April 30. The concentration a$ ttevenuegenerating activity during this relatively shortripe presents a number
operational challenges for us including: (i) casld sesource management during the first eight neoothour fiscal year, when we gener
operate at a loss and incur fixed costs and cdsfwaparing for the upcoming tax season; (ii) fldei staffing, because the numbe
employees at our offices during the peak of taxsseas much higher than at any other time; (iigumate forecasting of revenues
expenses; and (iv) ensuring optimal uninterrupteerations during peak season, which is the permu January 1 through April 30.
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If we were unable to meet these challenges or weeexperience significant business interruptionsrdutax season, which may be cause
labor shortages, systems failures, work stoppagh&rse weather or other events, many of whictb@yend our control, we could experie
a loss of business, which could have a materiatiesdveffect on our business, financial conditioth sults of operations.

Competition from departing employees and our abiliy to enforce contractual non-competition and norsolicitation provisions coulc
adversely affect our operating results.

If a large number of our employees and financianpkrs depart and begin to compete with us, ouratipas may be advers:
affected. Although we attempt to restrict such petition contractually, as a practical matter, ecdment of contractual provisic
prohibiting smallscale competition by individuals is difficult. Ihe past, departing employees and financial planmeve competed with t
They have the advantage of knowing our methods iangshme cases, having access to our clients. Blarasce can be given that we will
able to retain our most important employees ananfitel planners or that we will be able to prevemmhpetition from them or successft
compete against them. If a substantial amount ofi ®mmpetition occurs, the corresponding reductibrevenue may materially advers
affect our operating results.

We face significant competition for registered repesentatives on the independent channel.

Approximately onehalf of our financial planning revenue is generabydindependent contractor financial planners. sthindepende
contractors are not bound by non-competition angksmicitation provisions. If a large number of dodependent contractors depart
begin to compete with us, our operations may becimily affected. No assurance can be given thawillde able to retain our mc
important independent contractors or that we wél dble to prevent competition from them or suceglystompete against them. If
substantial amount of such competition occursctireesponding reduction of revenue may materiallyeasely affect our operating results.

Departure of key personnel could adversely affectus operations.

If any of our key personnel were to leave the Camgpaur operations may be adversely affected. Wieveethat our ability to successfu
implement our business strategy and operate pobfidepends on the continued employment of Jamesi&iour Chairman of the Board
Directors, Michael Ryan, our President and Chieéditive Officer, Ted Finkelstein, our Vice Presije@eneral Counsel and Secret
Carole Enisman, our Executive Vice President of r@j@ns, and Karen Fisher, our Chief Accountingicaff. Michael Ryan and Car
Enisman are married. If any of these individualsdme unable or unwilling to continue in his or lpgesent position, our business
financial results could be materially adverselyeaféd.

The decision not to pay dividends could impact thenarketability of our common stock.

Our decision not to pay dividends could negativelgact the marketability of our common stock. Since initial public offering of securitit
in 1994, we have not paid dividends and do not pdgmay dividends in the foreseeable future. Weenily intend to retain future earnings
any, to finance our growth.

The release of restricted common stock may have averse affect on the market price of the common atk.

The release of various restrictions on the posdiltiere sale of our common stock may have an advaffect on the market price of
common stock. Based on information received fromtransfer agent, approximately 71.1 million shaethe common stock outstanding
"restricted securities” under Rule 144 of the SidiesrAct of 1933.

In general, under Rule 144, a person who has atisf sixmonth holding period may, under certain circumstaneell, within any thre
month period, a number of shares of "restrictedugges” that do not exceed the greater of one grarof the then outstanding share
common stock or the average weekly trading volufnguoh shares during the four calendar weeks poi@uch sale. Rule 144 also pern
under certain circumstances, the sale of sharesrofmon stock by a person who is not an "affiliaiethe Company (as defined in Rule 1
and who has satisfied a six-month holding peridthaut any volume or other limitation.
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The general nature of the securities industry as Weas its regulatory requirements could materiallyaffect our business.

If a material risk inherent to the securities intysvas to be realized, the value of our commomglstoay decline. The securities industry
its very nature, is subject to numerous and subatatsks, including the risk of declines in pritevel and volume of transactions, los
resulting from the ownership, trading or underwgtiof securities, risks associated with principativéties, the failure of counterparties
meet commitments, customer, employee or issuerdfrdgk, litigation, customer claims alleging impespsales practices, errors
misconduct by brokers, traders and other emplogeesagents (including unauthorized transactiondrokers), and errors and failure
connection with the processing of securities tratisas. Many of these risks may increase in perwfdsarket volatility or reduced liquidit
In addition, the amount and profitability of acties in the securities industry are affected by ymaational and international factors, incluc
economic and political conditions, broad trendsiufustry and finance, level and volatility of ingst rates, legislative and regulatory char
currency values, inflation, and the availabilitysbfort-term and long-term funding and capitalpélvhich are beyond our control.

Several current trends are also affecting the ge&simdustry, including increasing consolidatigmgreasing use of technology, increasing
of discount and online brokerage services, gresgHreliance of individual investors and greater inwestt in mutual funds. These tre
could result in our facing increased competitiaonirlarger brokedealers, a need for increased investment in teolggpbr potential loss
clients or reduction in commission income. Thesads or future changes could have a material ageffect on our business, finan
condition, and results of operations or cash flows.

If new regulations are imposed on the securitiesistry, our operating results may be adverselyctdte The SEC, FINRA, the NYSE ¢
various other regulatory agencies have stringelesrwith respect to the protection of customers myaihtenance of specified levels of
capital by brokedealers. The regulatory environment in which werafgeis subject to change. We may be adverselygtaffeas a result
new or revised legislation or regulations imposgdhe SEC, FINRA, other U.S. governmental reguiatar SROs. We also may be adver
affected by changes in the interpretation or emforent of existing laws and rules by the SEC, ofisderal and state governmental author
and SROs.

PCS is subject to periodic examination by the SHEBRA, SROs and various state authorities. PCSsgalactice, operations, recordkeep
supervisory procedures and financial position mayrdéviewed during such examinations to determingngly comply with the rules a
regulations designed to protect customers and girtite solvency of brokegtealers. Examinations may result in the issuandetigfrs to PC:
noting perceived deficiencies and requesting PCtke corrective action. Deficiencies could leadudher investigation and the possi
institution of administrative proceedings, whichymmasult in the issuance of an order imposing sanstupon PCS and/or their personnel.

Our business may be materially affected not onlydgulations applicable to it as a financial maikétrmediary, but also by regulations
general application. For example, the volume amditability of our, or our clients' trading actiiés in a specific period could be affected
among other things, existing and proposed tax l&tip®, antitrust policy and other governmentalulatjons and policies (including t
interest rate policies of the Federal Reserve Boandl changes in interpretation or enforcementxistiag laws and rules that affect
business and financial communities.

System or network failures or breaches in connectiowith our services and products could reduce ourades, impair our reputation,
increase costs or result in liability claims, anderiously harm our business.

Any disruption to our services and products, oundmformation systems or communications networkghose of thirdparty providers upc
whom we rely as part of its own product offeriniggluding the internet, could result in the inalyilof our customers to receive our prod
for an indeterminate period of time. Our serviceymot function properly for any of the followingasons:

System or network failure

Interruption in the supply of powe

Virus proliferation;

Security breache:

Earthquake, fire, flood or other natural disaste|
An act of war or terrorisr

Although we have made significant investments, hotérnally and with third-party providers, in redlant and backp systems for some
our services and products, these systems may bffigient or may fail and result in a disruption afailability of our products or services
our customers. Any disruption to our services canigair our reputation and cause us to lose custroe revenue, or face litigatic
customer service or repair work that would invodubstantial costs and distract management fromatpgrour business.

Failure to comply with laws and regulations that piotect customers’personal information could result in significant fines and harn
our brand and reputation.

We manage highly sensitive client information, vhis regulated by law. Problems with the safegingrand proper use of this informat
could result in regulatory actions and negativelipitl, which could adversely affect our reputatiand results of operations.
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ITEM 1B. UNR ESOL VED STAFF COMMENTS
Not applicable
ITEM 2. PROPERTIES

Our corporate headquarters is located at 11 Raymerdue, Poughkeepsie, NY 10603, where we leasmzippately 13,700 square feet
space. All our compangwned offices are leased. We believe that anyuofrental spaces could be replaced with compareaffiee space
however, location and convenience is an importactof in marketing our services to our clients.

ITEM 3. LEGAL PROCEEDINGS

On June 30, 2009, the SEC executed an Order hisgitAdministrative and Cease-And-Desist Proceedliftige “Instituting Order"Pursuar
to Section 8A of the Securities Act, Sections 1%y 21(c) of the Exchange Act, and Section 20#(fhe Investment Advisors Act of 19
(the “Advisors Act”) against the Company, PCS, MiehP. Ryan, the Company’s President and CEO (“Ry&vose M. Rudden, the Ch
Compliance Officer of PCS (“Ruddengnd certain other current and former Company engdagpresentatives registered with PCS
“Representatives”)The Instituting Order alleged that the Company, R®8 the Representatives engaged in fraudulens sdl@ariabls
annuities to senior citizens and that Ryan, Ruddehtwo of the Representatives failed to supemisevariable annuity transactions.

The Instituting Order alleged that PCS willfullyngaged in fraudulent conduct in the offer, purchase sale of securities; failed to make
keep current certain books and records relatirits tbusiness for prescribed periods of time; anlédareasonably to supervise with a viev
prevent and detect violations of the federal s¢iegrstatutes, rules and regulations by the Reptathees.

The Instituting Order alleged that the Company @jabetted and caused PCS to engage in fraudwaduct in the offer, purchase and :
of securities.

The Instituting Order alleged that Ryan, Rudden vl of the Representatives failed reasonably pestise with a view to preventing ¢
detecting violations of the federal securitiesigis, rules and regulations by the Representatives.

The Instituting Order alleged that four of the Resmntatives willfully: engaged in fraudulent condirc the offer, purchase and sale
securities; and aided, abetted and caused PC83 to keep current certain books and records mgatd its business for prescribed perioc
time.

Hearings were held before an Administrative Lawg&idommencing on December 1, 2009 and ending Jat6af010. On March 16, 20:
the SEC approved the Offer of Settlement by the @amg and PCS regarding the Instituting Order (tBettlement”). The SEC executed
Order Making Findings and Imposing Remedial Samnsti®ursuant to Section 8A of the Securities ActtiBes 15(b) and 21(c) of t
Securities Exchange Act, and Section 203(f) ofitivestment Advisers Act of 1940 as to the ComparyRCS (the “Settlement Order”).

A settlement was not reached with the SEC by RRailden and the Representatives.

Except as to the SE€jurisdiction over them and the subject mattethef Instituting Order, the Company and PCS agredtia Settleme
without admitting or denying the findings containiedthe Settlement Order. The Company and PCSeckmsettle to avoid costly a
protracted litigation.

Under the terms of the Settlement, the Company R@G8 agreed to certain undertakings including ritgimn Independent Compliar
Consultant to conduct a comprehensive review af thgervisory, compliance and other policies, ficas and procedures related to vari
annuities. On October 20, 2010, the Independeniliance Consultant submitted his report of recomatagions to the SEC, which are be
implemented by PCSAs of July 29, 2011, Asset & Financial Planningd L tour wholly owned registered investment adviadrsidiary, ha
completed and implemented recommendations 36 tis#f8 in the Independent Compliance Consultaepent of recommendations.

In addition, the Company and PCS consented toinestactions pursuant to Section 8A of the Seagifict and Sections 15(b) and 21(c
the Exchange Act. PCS shall cease and desist é@mmmitting or causing any violations and any futui@ations of Section 17(a) of t
Securities Act and Sections 10(b), 15(c) and 1@{dahe Exchange Act and Rules 10b-5 and 3#hereunder. The Company shall cease
desist from committing or causing any violationsl @my future violations of Section 17(a) of the @#es Act and Sections 10(b) and 1!
of the Exchange Act and Rule 10b-5 thereunder. &@lthe Company were censured.
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PCS agreed to pay disgorgement of $97,389 andduejant interest of $46,874, for a total paymen$bd4,263 within twenty (20) da
from the issuance of the Settlement Order, whick paid on March 29, 2010. The Company agreed yocipd penalties of $450,000 a
disgorgement of $1.00. Payment of the civil peeslby the Company was to be made in the follovimsgaliments: $53,824 was to be |
within twenty (20) days of the issuance of the IBatent Order and was paid on March 29, 2010; $B8y@as to be paid within 180 d:
from the issuance of the Settlement Order; and $B83was to be paid within 364 days from the isseanf the Settlement Order, with post-
judgment interest due on the second and third linsgtats. $100,000 of the second installment wad pa September 15, 2010 with
balance of $98,088 paid on October 12, 2010. ‘&te payment resulted in the SEC accelerating tiné thstallment, which was paid
December 31, 2010 including interest in the amadiasipproximately $8.0 thousand.

On June 25, 2010, the Administrative Law Judge edsan Initial Decision concerning Ryan, Rudden &mel Representatives. 1
Administrative Law Judge ordered that Ryan and Ruadeach pay a civil money penalty of $65,000. Iditamh, the Administrative La
Judge ordered that Ryan and Rudden are prohibited $erving in a supervisory capacity with any lemgpldealer, or investment adviser v
the right to reapply after one year. The initis#¢dision became effective on August 5, 2010. Onustd.1, 2010, our Board of Direct
adopted a resolution agreeing to indemnify RyanRndden for the $65,000 civil money penalties.

Michael Ryan will continue to serve as the Presiderd CEO of the Company. To insure that Mr. RgaBs not violate the supervis
restrictions contained in the Initial Decision, oBoard of Directors have imposed a restriction tpethibits him from exercising a
supervisory authority over PCS and AFP activitiesP&€S and AFP representatives, including our engasyin their capacity as P
representatives. Our Board of Directors has dédelggo Carole Enisman, Executive Vice PresidenODpkrations, any issue that cc
potentially impact the conduct or employment of @SPor AFP registered representative in his or lapacity as a PCS or AFP registe
representative. Ms. Enisman has been instructedntith respect to any such issue, she reportsit@oard of Directors, and not to Mr. Ry
as President of Gilman Ciocia, Inc.

The Administrative Law Judge ordered that the Regmeatives disgorge commissions earned and paynodriey penalties. In addition, 1
Administrative Law Judge ordered that each of thepr@sentatives is barred from association with broker, dealer, or investme
adviser. Two of the Representatives have filed@peal of the Initial Decision staying their séoes pending the appeal. Their appeals "
heard by the SEC on August 24, 2011 and a findbecwill be issued by the SEC.

The Company and PCS are defendants and resporiddatgsuits and FINRA arbitrations in the ordinargurse of business. As such,
have established liabilities for potential lossesnt such complaints, legal actions, investigatiansl proceedings. In establishing tt
liabilities, our management uses its judgment ttemheine the probability that losses have been mecuand a reasonable estimate of
amount of the losses. In making these decisionshase our judgments on our knowledge of the siinaticonsultations with legal cour
and our historical experience in resolving simitaatters. In many lawsuits, arbitrations and reguaiproceedings, it is not possible
determine whether a liability has been incurredooestimate the amount of that liability until theatter is close to resolution. Howe\
accruals are reviewed regularly and are adjusteeflect our estimate of the impact of developmentkngs, advice of counsel and any o
information pertinent to a particular matter. Besa of the inherent difficulty in predicting thetimlate outcome of legal and regulat
actions, we cannot predict with certainty the emahtoss or range of loss related to such mattemur judgments prove to be incorrect,
liability for losses and contingencies may not aately reflect actual losses that result from thest@ons, which could materially affect res
in the period other expenses are ultimately detezthiWe accrued $0.1 million as a reserve for pgatesettiements, judgments and awarc
June 30, 2011. PCS has errors and omissions @evéhat will cover a portion of such matters. Irditidn, under the PCS registe
representatives contract, each registered repaagsants responsible for covering awards, settlememd costs in connection with th
claims. While we will vigorously defend our self ihese matters and will assert insurance coveradeiralemnification to the maximt
extent possible, there can be no assurance tred thesuits and arbitrations will not have a matexdverse impact on our financial position.

ITEM 4. RE MOVE D AND RESERVED
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PART Il

ITEM5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

We are quoted on the OTC Bulletin Board under tmatol GTAX.

The following table sets forth the high and low higbtations for the common stock for the fiscal 2@hd 2010 quarters indicated:

High Low

Fiscal Fiscal Fiscal Fiscal

Year Year Year Year
Quarter Ended 2011 2010 2011 2010
September 3 $ 0.0t $ 0.1C $ 0.0t $ 0.0t
December 3: $ 0.0 $ 0.1C $ 0.01 $ 0.0z
March 31 $ 0.07 $ 0.1z $ 0.0z $ 0.0z
June 3( $ 0.07 $ 0.0¢ $ 004 % 0.0z

Such over-the-counter quotations reflect inter-gleqrices, without retail mark-up, madown or commission and may not necess
represent actual transactions.

DIVIDENDS AND DIVIDEND POLICY

Since our initial public offering of securities 1994, we have not paid dividends, and we do nat ptapay dividends in the foresee:
future. We currently intend to retain any futuegrengs, if any, to finance our growth.

HOLDERS OF COMMON STOCK

On June 30, 2011, there were approximately 447eslodders of common stock of record. This does afiéct persons or entities that h
common stock in nominee or "street" name througioua brokerage firms. On the close of trading wneJ30, 2011, the price of the comr
stock was $0.04 per share.

RECENT SALES OF UNREGISTERED SECURITIES

During the fiscal year ended June 30, 2011, weetdsbe following shares of common stock and proomissiotes in privately negotiat
transactions that were not registered under tharies Act pursuant to the exemption provided legt®n 4(2) of the Securities Act:

« OnJune 10, 2011, we commenced the Gilman Cioci $@lion Promissory Note Offering, a private affeg of our debt securiti
pursuant to SEC Regulation D (the “2011 OfferingThe securities offered for sale in the 2011 Offgrimere $0.9 million ¢
promissory notes with interest payable at 10.0% (011 Notes”).The 2011 Notes are collateralized by a securitgrast in oL
gross receipts from the preparation of income ¢énrns received by us from January 1, 2012 thraugte 30, 2012 (the2012 Gros
Receipts”). The principal of the 2011 Notes will be paid to tiete holders from the 2012 Gross Receipts on MagghApril 15
May 15, and June 15, 2012, with the balance ofcjal, if any, paid July 1, 2012. On June 30, 28017 million of the 2011 Not
was outstanding secured by an 18% interest in @€ &ross Receipts. The 2011 Offering was incbas&1.3 million on July 1
2011. On July 26, 2011 the entire $1.3 million 2Motes were outstanding secured by a 25% intérethie 2012 Gross Receir
The proceeds of the sales were used for seasomkinga@apital purposes. No underwriters partiaiolain these transactior

« On November 8, 2010, we commenced the Gilman Ci$6i& million Promissory Note Offering, a privatéfesing of our det
securities pursuant to SEC Regulation D (the “20ff@ring”). The securities offered for sale in the 2010 Offgnivere $0.5 millio
of promissory notes with interest payable at 10(@3 “2010 Notes”).The 2010 Notes were collateralized by a securitgrést it
our gross receipts from the preparation of incoaxeréturns received by us from January 1, 2011utjitaJune 30, 2011 (th€011
Gross Receipts”)The principal of the 2010 Notes was to be paidh® NMote holders from the 2011 Gross Receipts orciMab
April 15, May 15, and June 15, 2011, with the baéaf principal, if any, paid July 1, 2011. Thel@@ffering was increased to $
million on December 13, 2010 and to $0.7 million 3anuary 25, 2011. During May 2011 the 2010 Netere paid in full. Th
proceeds of the sales were used for seasonal vgockipital purposes. No underwriters participatethese transaction
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« On October 31, 2008, we commenced the Gilman Ci@cimmmon Stock and Promissory Note Offering, a pewaffering of ou
securities pursuant to SEC Regulation D (the “206@ring”). The 2008 Offering was amended on December 8, 2B&&ember !
2009, December 16, 2009, February 11, 2010, Ma®cl2@10 and May 31, 2011. The securities offeceaéle in the 2008 Offerir
as amended were: $3.8 million of notes with indeet 10.0% (the “2008 Notesdhd $0.4 million, or 3.5 million shares of our &l
par value common stock with a price of $0.10 persk{the “Shares”)As of June 30, 2011, $3.3 million of the 2008 Noe=re
outstanding and due July 1, 2012, $0.2 millionhef 2008 Notes were outstanding and due July 1,,208ith were paid on July
2011 and $0.1 million, or 1.0 million shares, of @@mmon stock were issued pursuant to the 2008ri@§f. The proceeds of 1
sales were used for general corporate purposesinblerwriters participated in these transacti

« On October 20, 2010, we issued 600,000 shares rmirteof our Board Directors in consideration fagndces as direct
compensation pursuant to our 2007 Stock Incentiae.

ITEM 6. SELECTE D FINANCIAL DATA

Not applicable
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjiorctvith our Consolidated Financial Statements @atated Notes thereto set forth in It
8. "Financial Statements and Supplementary Ddta'addition to historical information, this discims includes forwardeoking informatiot
that involves risks and assumptions which couldseaactual results to differ materially from our egations. SeeStatement Regardil
Forward-Looking Disclosure” included in Part | bid report.

OVERVIEW
Our Company

We provide federal, state and local income taxrrefureparation for individuals predominantly in miied and upper income brackets
accounting services to small and midsize compaaesfinancial planning services, including secesitbrokerage, investment manager
services, insurance, and financing services. @liefien consider other aspects of their finaneédds such as investments, insurance, pe
and estate planning, while having their tax retysnespared by us. We believe that our tax retuep@ration and accounting services
inextricably intertwined with our financial planmractivities. Neither channel would operate as itably by itself and the two chann
leverage off each other, improving profitabilitycanlient retention. The financial planners whovide such services are employees of
Company and/or independent contractors of the Cagipdrime Capital Services, Inc. ("PCS") subsididthe Company and PCS eat
share of commissions (depending on what servipeogided) from the services that the financial pkers provide to the clients in transacti
for securities, insurance and related products. &f§e earn substantial revenue from asset manageserrices provided through Asse
Financial Planning, Ltd. (*“AFP"ur wholly owned subsidiary. We also earn reverita commissions for acting as an insurance aget
as a broker for financing services. PCS also eavenues (“PCS Marketingfjom its strategic marketing relationships withte@r produc
sponsors which enables PCS to efficiently utilizgriaining, marketing and sales support resources.

For the fiscal year ended June 30, 2011, approgimdi8% of our revenues were earned from tax pegjmer and accounting services .
82% were earned from all financial planning anditesd services of which approximately 70% was eafread mutual funds, annuities &
securities transactions, 25% from asset manage®#ntrom insurance, 1% from PCS Marketing, and té8ffinancing services.

Managed Assets

As indicated in the following table, as of June 3011, assets under AFP management increased ar4$43.6 million, to $590.1 milliol
from $576.5 million as of June 30, 2010. This @ase is mostly attributable to market increase®3af9 million offset by a net removal
$18.3 million of our money under management duettdtion amongst our independent financial plasneks of June 30, 2011, tc
Company assets under custody were $3.3 billion,ndd8:2% or $506.1 million from June 30, 2010. Tdegline is due to attrition amon
our independent financial planners.

The following table presents the market valuesssets under management by AFP:

(in thousands )

Market Value Total Assets
as of Under AFP
June 30, Annuities Brokerage Managemen
2011 $ 200,89: $ 389200 $ 590,09¢
2010 $ 22285 $ 35369 $ 576,54«

18




The following table presents the market valueotHItCompany assets under custody:

(in thousands)

Total
Company
Market Value Assets
as of Under
June 30, Custody
2011 $ 3,323,400
2010 $ 3,829,52

Acquisitions

Table of Content

We are actively pursuing acquisitions of tax pregan and accounting firms to increase our clieageband accounting business. In an €
to facilitate identifying potential acquisitionsevihave launched an advertising campaign involvamgetted direct mail, a customized wet
and inbound and outbound telemarketing to prosjeedeads. In fiscal 2011 we purchased one tapgmaion and accounting businesses

during 2010, we purchased two such businesses.

RESULTS OF OPERATIONS

The following table sets forth certain items fronr gtatements of operations expressed as a pegeeotaevenue for fiscal years ended .
30, 2011 and 2010. The trends illustrated in thlewang table are not necessarily indicative ofuitg results.

Statements of Operations as a Percentage of Revesi

For Fiscal Years Ended June 3(

2011 2010
Revenues

Financial Planning Servict 81.5% 83.(%
Tax Preparation and Accounting Fees 18.5% 17.(%
Total Revenue 100.(% 100.(%

Operating Expenses
Commission 54.2% 55.7%
Salarie! 22.1% 20.1%
General and Administrative Expel 11.1% 11.7%
Advertising 3.C% 3.C%
Brokerage Fees & Licens 3.2% 3.1%
Rent 6.€% 6.4%
Depreciation and Amortization 2.7% 2.8%
Total Operating Expense: 103.1% 102.t%
Income/(Loss) Before Other Income/(Expenst -3.1% -2.8%
Other Income/(Expense; -1.2% -1.C%
Income Before Income Taxes -4.2% -3.8%
Income Taxes 0.C% 0.C%
Net Loss -4.2% -3.8%
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The following table sets forth a summary of oursaidated results of operations for fiscal yeardezghJune 30, 2011 and 2010:

(in thousands, except share d: For Fiscal Years Ended June 3C
Consolidated Results of Operation: 2011 2010 % Change
Revenue: $ 41,48: $ 43,30( -4.2%
Commission: 22,53 24,10: -6.5%
Other Operating Expens 20,22¢ 20,40z -0.%%
Net Loss (1,777 (1,640 8.C%
Diluted EPS from Net Income/(Los $ 0.02 $ (0.02) 0.C%

The following two tables set forth a breakdown of asonsolidated revenue detail by product line brukerage product type for the fis
years ended June 30, 2011 and 2(

For Fiscal Years Ended June 3C

% of Total % of Total

(in thousands % Change Revenue Revenue
Consolidated Revenue Deta 2011 2010 2011-2010 2011 2010
Revenue by Product Line
Brokerage Commissions Rever $ 23,69 $ 26,12¢ -9.3% 57.1% 60.5%
Advisory Fees (1 8,53¢ 8,09( 5.5% 20.€% 18.7%
Tax Preparation and Accounting F¢ 7,65¢ 7,344 4.2% 18.5% 17.(%
Insurance Commissiot 1,01C 95¢€ 5.7% 2.4% 2.2%
PCS Marketing Revent 434 47z -8.C% 1.C% 1.1%
Lending Services 16C 313 -49.(% 0.4% 0.7%
Total Revenue $ 41,48: $ 43,30( -4.2% 100.(% 100.(%
Brokerage Commissions Revenuby

Product Type
Annuities $ 6,55C $ 8,33: -21.4% 15.8% 19.2%
Trails (1) 8,60¢ 7,892 9.1% 20.7% 18.2%
Mutual Funds 3,852 4,552 -15.4% 9.3% 10.5%
Equities, Bonds, &Unit Investment Tru 2,70¢ 1,53¢ 76.2% 6.5% 3.6%
All Other Products 1,97: 3,812 -48.2% 4.8% 8.8%

Brokerage Commissions Revenue  $ 23,69C $ 26,12¢ -9.3% 57.1% 60.:%

(1) Advisory fees represent the fees charged byCtmpany’s investment advisors on clisnd'ssets under management and is calculate
percentage of the assets under management, omaaldrasis. Trails are commissions earned by PQBeabroker dealer each year a clignt’
money remains in a mutual fund or in a variableudtyraccount, as compensation for services renderéiae client. Advisory fees and tr:
represent recurring revenue. While these feesrgensubstantially lower first year revenue tharstrebmmission products and are n
susceptible to fluctuations in the financial maskeahe recurring nature of these fees providesa#fgoin for accelerating future rever
growth.

The following table sets forth a breakdown of oansgolidated financial planning revenue by compamwyied offices and independent offi
for the fiscal years ended June 30, 2011 and 2010:

For Fiscal Years Ended June 3C

% of % of
(in thousands 2011 Total 2010 Total
Compan-Owned Offices $ 16,78( 50% $ 17,55¢ 49%
Independent Offices 17,04¢ 50% 18,39 51%
Total $ 33,82¢ $ 35,95¢
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The following table sets forth a breakdown of ounsolidated revenue detail by compayned offices for the fiscal years ended Junt
2011 and 2010:

For Fiscal Years Ended June 30,

% of % of
(in thousands 2011 Total 2010 Total
Financial Planning $ 16,78( 69% $ 17,55¢ 71%
Tax Preparation and Accounting Services 7,655 31% 7,344 29%
Total $ 24,43t $ 24,90:

FISCAL 2011 COMPARED WITH FISCAL 2010
Revenues

Our total revenues for the fiscal year ended Jne2811 were $41.5 million, a decrease of 4.2%,pamed with $43.3 million for the fisc
year ended June 30, 2010. Our total revenueséofigcal year ended June 30, 2011 consisted aB388lion for financial planning servic
and $7.7 million for tax preparation and accounsegvices. Financial planning services represemppdoximately 81.5% and tax prepara
and accounting services represented approxima8e#d of our total revenues for the fiscal year endiene 30, 2011. Our total revenues
the fiscal year ended June 30, 2010 consisted 6f0$&illion for financial planning services and $7million for tax preparation ai
accounting services. Financial planning represeafroximately 83.0% and tax preparation and attoy fees represented approxima
17.0% of our revenues for the fiscal year endee B 2010.

Financial planning revenue was $33.8 million foe fiiscal year ended June 30, 2011 compared to $88lon for the same period le
year. This decrease in financial planning reveisumostly attributable to the loss of one largeugr@f our independent financial planr
($4.0 million) in the first quarter of fiscal 20Ehd the loss of two company financial plannersZ$iillion). This loss was partially offset
increased recurring revenue due to improved mameditions, increased productivity among existirgresentatives and new recruits.
the fiscal year ended June 30, 2011, revenues femnnring revenues sources (advisory fees ang)iaidreased to $17.1 million, up $.
million from $16.0 million for the fiscal year endidune 30, 2010, representing a 7.3% increaseimrieg revenue. For the fiscal year er
June 30, 2011, recurring revenue was 41.3% ofataf tevenue compared to 36.9% for the fiscal yraled June 30, 2010. This increas
recurring revenue is mostly attributable to highssets under management and securities under gwtedch quarter end during fiscal 2(
at which time fees are determined and revenuecgrézed compared with the same period last yé&.continue to remain committed
our strategy of growing our recurring revenuesrnneffort to mitigate any negative impact a volatil@rket may have on our other reve
streams. This is evidenced by growth in our mamayer management which had a net increase of $4ilién for the fiscal year ended Ju
30, 2011.

For the fiscal year ended June 30, 2011, reverroas Variable annuity sales were $6.6 million congplawith $8.3 million for the fiscal ye
ended June 30, 2010, representing a 21.4% dropninity revenue. This trend is mostly indicativeoofr efforts to continue to diversify ¢
product mix.

Our financial planning revenue was divided everdyneen company owned offices and independent sffiwethe fiscal year ended June
2011. Thus within Company offices, financial plangn services represented approximately 69.0% oénmaes and tax preparation .
accounting services represented approximately 31.0% financial planning revenue was divided appnately 49.0% for company own
offices and 51.0% for independent offices for ttsedl year ended June 30, 2010. Within companyeohaffices approximately 71.0%
revenues for this time period came from financiahping and 29.0% came from tax preparation andwting services for the fiscal yi
ended June 30, 2010.

Tax Preparation and accounting services revenuebi#@dsmillion for the fiscal year ended June 30l2@ompared to $7.3 million during

same period last year. This increase is mostlgsalt of the acquisition made during fiscal 201dquasitions made in the third quartel
fiscal 2010 and annual price increases. Offsettiegncreases in part are the losses in revemagsthe sale of one office and attrition.
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Expenses

Total operating expenses for the fiscal year erddeet 30, 2011 were $42.8 million, a decrease éb3d@ $1.7 million from $44.5 million fi
the fiscal year ended June 30, 2010. The deciraggerating expenses was attributable to a deensasommission expense ($1.6 milli
resulting from a decrease in financial planningerae, as well as a decrease in general and adraiivistexpenses attributable to lo
settlement claims ($0.4 million) pursuant to thetitating Order in fiscal 2010, offset in part bigher salaries and benefits ($0.5 milli
mostly due to an acquisition made in December 284 @vell as changes in the compliance departmeRGS imposed by the Settlem
Order.

Commission expense for the fiscal year ended JOn2@L1 was $22.5 million, a decrease of $1.6 amillior 6.5%, from $24.1 million for t
fiscal year ended June 30, 2010. The decreasenmmission expense is attributable to decreasemamdial planning revenue. Althou
there was a decline in financial planning reveritmancial planning commission expense as a pergeréfinancial planning revenue rem
consistent year over year at 64.0%.

Salaries which consist primarily of salaries, mtapayroll taxes and employee benefit costs, ise@&0.5 million for the fiscal year ent
June 30, 2011 compared with the same period lastipestly due to salaries related to the acquisitibone tax and accounting busines:
acquired in December 2010 and to changes in thelkamee department of PCS imposed by the Settle@edfer.

General and administrative expense consists ptliynafrexpenses for general corporate functionsudiclg outside legal and professional f
insurance, utilities, bad debt expenses and generpbrate overhead costs. General and admirngraxpenses decreased by $0.5 milliol
9.3%, in the fiscal year ended June 30, 2011 coedpatith the fiscal year ended June 30, 2010. dhigease is primarily attributable t
decrease in settlement claims of $0.4 million assalt of the Instituting Order in fiscal 2010 am¢krall cost savings in 2011.

Advertising expense decreased 6.0% to $1.2 millwnthe fiscal year ended June 30, 2011 comparei $4.3 million for the fiscal ye
ended June 30, 2010. This decrease is primatitipatiable to our efforts to find more cost effgetiadvertising channels to grow br:
awareness.

Brokerage fees and licenses expense remainedvedjatinchanged for the fiscal year ended June 801 Zompared to the same period
year. Although total financial planning revenuemased year over year, the product that decrghsethost was annuities, which do
generate brokerage fees.

Rent expense remained relatively unchanged foffileal year ended June 30, 2011 compared to the gmriod last year mostly due
renegotiating lower rents at a number of companyemvoffices, downsizing or relocating a number @fpany owned offices to smal
locations, offset by an acquisition and annual neciteases on existing leases.

Depreciation and amortization expense was 6.5%rdarethe fiscal year ended June 30, 2011 compeasdidthe fiscal year ended June
2010. This is mostly attributable to certain asseaching their full depreciable lives.

Our loss before other income and expense for fualfiyear ended June 30, 2011 was $1.3 million esetpwith a loss of $1.2 million for t
fiscal year ended June 30, 2010. This increasesmwas primarily attributable to decreased fimaranning revenue of $2.1 million due
representative attrition, and an increase in ssdaaind benefits due to salaries related to an siiqnimade in December 2010 and to cha
in the compliance department of PCS imposed byst#tdement Order. These losses were offset in pameduced commission expense
result of lower financial planning revenues, inse@tax and accounting service revenues and aadeche settlement claims of $0.4 mill
as a result of the higher expense associated gtinstituting Order that occurred in fiscal 2010.

Total other income/(expense) for the fiscal yeateghJune 30, 2011 was an expense of $0.5 milliompaoed to expense of $0.4 million
the fiscal year ended June 30, 2010. The incrieasther expense was primarily due to the lossherstle of an office.

Our net loss for the fiscal year ended June 30126/As $1.8 million, or $(0.02) per basic and @itlishare, compared to a net loss of
million, or $(0.02) per basic and diluted share tloe fiscal year ended June 30, 2010. This ineréadoss was primarily attributable
decreased financial planning revenue of $2.1 mildoe to representative attrition, an increasalarges and benefits due to salaries relat
an acquisition made in December 2010 and to chaingke compliance department of PCS imposed bys#tdement Order, and the loss
the sale of one office. These losses were offspart, mostly by reduced commission expense asudtrof lower financial planning revent
increased tax and accounting service revenues aegraase in settlement claims of $0.4 million assalt of the higher expense associ
with the Instituting Order that occurred in fis@8110. Weighted average shares outstanding inadas®.5 million shares compared to
prior period, mainly due to the issuance of shareonnection with director compensation duringdilsyear 2011 and 2010.
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LIQUIDITY AND CAPITAL RESOURCES

During fiscal 2011, we had a net loss of $1.8 wiilland at June 30, 2011 had a working capital d@fic3.3 million. At June 30, 2011, \
had $0.4 million of cash and cash equivalents, $ioQsand in marketable securities and $2.4 millibtvade accounts receivable, net, to 1
short-term working capital requirements. PCS igjett to the SEC's Uniform Net Capital Rule 18c3which requires that PCS maint
minimum regulatory net capital of $0.1 million ama addition, that the ratio of aggregate indebe=drto net capital, both as defined, shal
exceed 15 to 1. At June 30, 2011, we were in ciam@é with this regulation.

On June 10, 2011, we commenced the Gilman Cioci dlion Promissory Note Offering, a private affeg of our debt securities pursu
to SEC Regulation D (the “2011 Offering”Y.he securities offered for sale in the 2011 Offgnmere $0.9 million of promissory notes w
interest payable at 10.0% (the “2011 Notes'’he 2011 Notes are collateralized by a securigrédt in our gross receipts from the prepar:
of income tax returns received by us from JanuarQil2 through June 30, 2012 (the “2012 Gross Re&L®i The principal of the 201
Notes will be paid to the Note holders from the 2@ross Receipts on March 15, April 15, May 15, dade 15, 2012, with the balanct
principal, if any, paid July 1, 2012. On June 3011 $0.7 million of the 2011 Notes was outstandiagured by an 18% interest in the 2
Gross Receipts. The 2011 Offering was increaséd 18 million on July 13, 2011. On July 26, 20h# entire $1.3 million 2011 Notes w
outstanding secured by a 25% interest in the 20b3szReceipts.

On May 26, 2011 we issued an unsecured promissatey/ in the amount of $50.0 thousand to Ted Finkglsiour Vice President, Gene
Counsel and Secretary payable on demand by Mrelteéin at an interest rate of 10.0% per annum lwhias paid in full on July 1, 2011.

On December 16, 2010 we issued a $0.1 million pssary note to Mr. Finkelstein, a $64.0 thousandniseory note to Carole Enisman,
Executive Vice President of Operations, and a $36dusand promissory note to Michael Ryan, our iBees and Chief Executi
Officer. These notes were collateralized by ségunterests in our gross receipts from the pret@meof income tax returns received by
from January 1, 2011 through June 30, 2011 at tmeist rate of 10.0% per annum with principal tophél on or before April 1, 2011. |
April 8, 2011, these notes were paid in full.

On November 8, 2010, we commenced the Gilman Ci$08i& million Promissory Note Offering, a privatéfening of our debt securiti
pursuant to SEC Regulation D (the “2010 OfferingThe securities offered for sale in the 2010 Offgnmere $0.5 million of promissa
notes with interest payable at 10.0% (the “2010eN9t The 2010 Notes were collateralized by a securitgrést in our gross receipts fr
the preparation of income tax returns receivedfram January 1, 2011 through June 30, 2011 @B&1 Gross Receipts”)The principal ¢
the 2010 Notes was to be paid to the Note holdera the 2011 Gross Receipts on March 15, AprilM&ay 15, and June 15, 2011, with
balance of principal, if any, paid July 1, 2011heT2010 Offering was increased to $0.6 million ac&mber 13, 2010 and to $0.7 millior
January 25, 2011. During May 2011 the 2010 Noteeypaid in full.

On October 31, 2008 we commenced the Gilman CiGoimmon Stock and Promissory Note Offering, private offering of our securiti
pursuant to SEC Regulation D (the “2008 OfferingThe 2008 Offering was amended on December 8, 2888tember 3, 2009, Decem
16, 2009, February 11, 2010, March 29, 2010 and B13y2011. The securities offered for sale in2068 Offering, as amended were: ¢
million of notes with interest at 10% (the “2008 t&g") and $0.4 million, or 3.5 million shares of our $D8ar value common stock witl
price of $0.10 per share (the “SharesAs of June 30, 2011, $3.3 million of the 2008 Noteere outstanding and due July 1, 2012,
million of the 2008 Notes were outstanding and duly 1, 2011, which were paid on July 1, 2011 a@d $nillion, or 1.0 million shares,
our common stock were issued pursuant to the 20f8iQy.

As of September 1, 2008, we entered into a $0.6omipromissory note with Prime Partners (the “RriRartners Note”)The Prime Partne
Note provided for 10% interest to be paid in arsetrough the end of the previous month on th¢h day of each month commencing
October 15, 2008. The principal of the Prime RadrNote was to be paid on or before July 1, 20@&hael Ryan is a director, an offic
and a significant shareholder of Prime Partneitse Frime Partners Note was amended as of Jun€®@9,t8 extend the due date of princ
to July 1, 2010. The Prime Partners Note was agiaiended as of May 5, 2010 to extend the due datenzipal to July 1, 2011. The Pril
Partners Note was again amended as of August 1) @0provide for 42 monthly payments of $15.0 themd comprised of principal a
interest at 10% on the X5day of each month commencing on August 15, 2010eadéhg on January 15, 2014. Up to and includingeJ30
2011, in the event that we determined that we cooldmake a payment on the monthly due date, wédaefer the payment by send
written notice to Prime Partners. Any payment sfeded, was to be paid by adding each such def@agment to the 42 month amortiza
schedule as an increased monthly payment commencirgugust 15, 2011. No payments were deferredsbyln the event that we are
default on any of the promissory notes issued inRegulation D Private Placement, within 30 daysrfiwritten notice by us, Prime Partr
shall repay to us all principal payments requesitethe notice. This repayment obligation is seduby Prime Partnes’ execution of
collateral assignment of a promissory note owedhyiel R. Levy to Prime Partners dated Januarn2@84 in the original principal amot
of $0.9 million and with a present outstanding pifal balance of $0.4 million. There shall be red owed by us to Prime Partners for
late payments and no acceleration of the PrimenBariNote as a result of any late payments.
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During the quarter ended June 30, 2011, we wereesstul in amending all but $0.2 million of our standing 2008 Notes, extending the
dates of the Notes to July 1, 2012. In addition,were successful in raising $0.7 million from #@10 Offering during fiscal 2011 for ¢
short-term working capital needs, which was paiduih from the 2011 Gross Receipts and in raisirig3%million for shortterm working
capital needs during fiscal 2012 from the 2011 fxfg which will be paid in full from the 2012 Gofeceipts.

Our ability to satisfy our obligations depends am future financial performance, which will be sedijto prevailing economic, financial, ¢
business conditions, including improvements or ri@tation in the markets as our asbated recurring revenues are directly affecte
changes in market conditions. Capital requiremesitdeast in the near term, are expected to beiged by cash flows from operati
activities, implementing our strategic plan for aisitions, cash on hand at June 30, 2011 or a amatibn thereof. To the extent future caj
requirements exceed cash on hand plus cash flams fiperating activities and from implementing otrategic plan for acquisitions, \
anticipate that working capital will be financed the further sales of securities through privafieradigs and by pursuing financing throt
outside lenders. We are also continuing to cordpdrating expenses, continuing to find savingsyamy of areas of our operations suc
leases and commitments with certain service prosjdand are implementing our acquisition strategyiricrease earnings and ¢
flow. While management believes that capital mayalailable, there is no assurance that such tagitebe secured or that we will
successful in future efforts to extend the dueslafeour Notes and obligations.

While we believe that payments to tax preparatiath @accounting practices which we have acquired lbaem and will continue to be func
through cash flow generated from those acquisitisresneed additional capital to fund initial payrteean future acquisitions. If we do |
have adequate capital to fund those future aceprisitwe may not be able to pursue future stratagipisitions which could adversely img
our business and ability to grow.

DISCUSSION OF CASH FLOWS
Operating Activities

For fiscal 2011, cash used in operating activiti@s $0.7 million resulting primarily from the paymef settlements ($0.6 million) relatec
the Instituting Order.

Investing Activities

For fiscal 2011, cash used in investing activities $8.0 thousand as we made contingency paymeitsdbmillion for acquisitions acquir
during the past 4 fiscal years, mostly offset bgereing $0.2 million from the sale of certain assahd payments of employee receiva
($0.2 million).

Financing Activities

For fiscal 2011, cash flows provided by financirgivaties were $0.2 million primarily attributabte the proceeds from the additional sale
our 2010 and 2011 Notes ($1.4 million) and theasse of related party notes ($0.3 million). Thpseeeds were offset in part by payin
full the 2010 Notes ($0.7 million), the paying dowhrelated party notes in full ($0.2 million), tlpaying down of the Prime Partner Nc
($0.2 million), paying down $0.2 million of 2008 M that were not extended and paying down cdpaaks ($0.1 million).

RECENT ACCOUNTING PRONOUNCEMENTS

In May 2011, the Financial Accounting Standards@@da-FASB”) amended its guidance related to Fair Value Measem&énAmendments
Achieve Common Fair Value Measurement and Discl®equirements in U.S. generally accepted accayiptimciples (“U.S. GAAP anc
the International Financial Reporting Standard&R$"), that results in a consistent definition of fair weland common requirements
measurement of and disclosure about fair value.nBweguidance clarifies and changes some fair vake@surement principles and disclo:
requirements under U.S. GAAP. Among them is theifatation that the concepts of highest and bsstand valuation premise in a fair ve
measurement should only be applied when measunéptr value of nonfinancial assets. Additionathye new guidance requires quantita
information about unobservable inputs, and disel®xf the valuation processes used and narratigeriggions with regard to fair val
measurements within the Level 3 categorizatiorheffair value hierarchy. The requirements of theraed accounting guidance are effe(
for us January 1, 2012 and early adoption is pitddb The adoption of the new accounting guidaac®t expected to have a material im|
on our consolidated financial statements.
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In December 2010, the FASB amended its guidanegegtito Step 1 of the goodwill impairment testrigworting units with zero or negat
carrying amounts. For those reporting units, aityeis required to perform Step 2 of the goodwitipairment test if it is more-likely-thanet
that a goodwill impairment exists. In determinimbether it is more-likely-thanet that a goodwill impairment exists, considenatsould b
made as to whether there are any adverse quaditédistors indicating that an impairment may exighe requirements of the amen
accounting guidance are effective for us July 1,12@nd early adoption is prohibited. The adoptidnhe new accounting guidance is
expected to have a material impact on our congeliiinancial statements.

In December 2010, the FASB amended its guidanegeetito business combinations entered into by &ty éhat is material on an individt
or aggregate basis. These amendments clarifyireiguidance that if an entity presents comparatimancial statements that includ:
material business combination, the entity shoustldse revenue and earnings of the combined eatgithough the business combination
occurred during the current year had occurred ahefbeginning of the comparable prior annual reépgrperiod. The amendments ¢
expand the supplemental pro forma disclosures ¢ttude a description of the nature and amount oferfaf nonrecurring pro forn
adjustments directly attributable to the businesslination included in the reported pro forma rexeand earnings. The requirements o
amended guidance are effective for us July 1, 201d early adoption is permitted. This disclosuné/ @uidance will not have a mate!
impact on our consolidated financial statements.

All other new accounting pronouncements issuedniotityet effective or adopted have been deemedanbetrelevant to us, hence are
expected to have any impact once adopted.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conftymiith Generally Accepted Accounting Principleqjueées management to estab
accounting policies and make estimates and assoinspthat affect reported amounts of assets anditied at the date of the Consolida
Financial Statements. We evaluate our policiesestiinates on an ogeing basis. Our Consolidated Financial Statemevatg differ base
upon different estimates and assumptions. Ourcatiticcounting estimates have been reviewed wéhAtidit Committee of the Board
Directors.

Our significant accounting policies are discusseNate 2 to the Notes to Consolidated Financialegtants. We believe the following are
critical accounting policies and estimates:

Use of Estimates

The preparation of financial statements in conftymaith generally accepted accounting principleguiees management to make estim
and assumptions that affect the reported amounésséts and liabilities and disclosure of contihgesets and liabilities at the date of
financial statements and the reported amountswd#nges and expenses during the reporting periotlalcesults could differ from the
estimates. Furthermore, the Company, including wholly owned subsidiary PCS, has been named asfemant in various custorr
arbitrations. These claims result from the actiohbrokers affiliated with PCS. In addition, undee PCS registered representatives con
each registered representative has indemnifieduthése claims. We have established liabilitiespiotential losses from such complai
legal actions, government investigations and prdicggs. In establishing these liabilities, our masragnt uses its judgment to determine
probability that losses have been incurred andhsamable estimate of the amount of losses. In rgakiese decisions, we base our judgn
on our knowledge of the situations, consultationthegal counsel and our historical experiencerérolving similar matters. In ma
lawsuits, arbitrations and regulatory proceedilitgs, not possible to determine whether a liabitigs been incurred or to estimate the arr
of that liability until the matter is close to réstion. However, accruals are reviewed regularlg ane adjusted to reflect management’
estimates of the impact of developments, rulingsjae of counsel and any other information perttrtera particular matter. Because of
inherent difficulty in predicting the ultimate oatme of legal and regulatory actions, we cannotiptedth certainty the eventual loss or ra
of loss related to such matters. If our judgmemts/@ to be incorrect, our liability for losses aomhtingencies may not accurately ref
actual losses that result from these actions, wbiehd materially affect results in the period atbgpenses are ultimately determined. A
June 30, 2011, we accrued approximately $0.1 millar these matters. A majority of these claims @eered by our errors and omissi
insurance policy. While we will vigorously defendreelves in these matters, and will assert ins@raowerage and indemnification to
maximum extent possible, there can be no assurdratethese lawsuits and arbitrations will not havenaterial adverse impact on
financial position.
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Impairment of Intangible Assets

Impairment of intangible assets results in a chéogaperations whenever events or changes in cstamoes indicate that the carrying ami
of an asset may not be recoverable. Recoverabiflign asset to be held and used is measured bynpacison of the carrying amount of
asset to future net cash flows expected to be gtstbiby the asset. If such assets are consideree impaired, the impairment to
recognized is measured by the amount by which déine/ing amount of the asset exceeds the fair vafube asset. The measurement o
future net cash flows to be generated is subjechamagement's reasonable expectations with respemtr future operations and fut
economic conditions which may affect those castvglowe test goodwill for impairment annually or mdrequently whenever events oc
or circumstances change, which would more likelgntmot reduce the fair value of a reporting uniloweits carrying amount. Ti
measurement of fair value, in lieu of a public neror such assets or a willing unrelated buydigseon management's reasonable estim:
what a willing buyer would pay for such assets. Bgament's estimate is based on its knowledge ohthestry, what similar assets have t
valued at in sales transactions and current markaitions.

Income Tax Recognition of Deferred Tax ltems

We recognize deferred tax assets and liabilitisethan the differences between the financial setéerarrying amounts and the tax bas
assets and liabilities. Significant managemengioent is required in determining our deferred tasets and liabilities. Management me
an assessment of the likelihood that our defermagdtsets will be recovered from future taxabl@mne, and to an amount that it believe
more likely than not to be realized. As of JuneZmL1 we are fully reserved for our deferred tssets.

Revenue Recognition

Company Owned OfficesWe recognize all revenues associated with inc@ameteparation, accounting services and asset rearerg fee
upon completion of the services. Financial plagreervices include securities and other transaxtidhe related commission revenue
expenses are recognized on a trddi basis. Marketing revenue associated withymtoshales is recognized quarterly based on prash
levels. Marketing event revenues are recognizéideatommencement of the event offset by its cost.

Independent Offices We recognize 100% of all commission revenues aqmrses associated with financial planning servioeliding
securities and other transactions on a trdate-basis. Our independent offices are indep#rmtractors who may offer other products
services of other unrelated parties. These sanfieesfare responsible for paying their own opetatexpenses, including payr
compensation for their staff.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, udéhg cash and cash equivalents, marketable sesyriaccounts receivable, nc
receivable, accounts payable and debt, approximiatiedvalue as of June 30, 2011 due to the relptighortterm maturity of thes
instruments and their market interest rates.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

See Financial Statements and Financial Statemdakimg commencing on page F-1 hereof.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our senior management is responsible for establishnd maintaining a system of disclosure contral$ procedures (as defined in Rule 13a-
15 and 15dt5 under the Exchange Act) designed to ensureirtf@imation required to be disclosed by us in répdinat we file or subn
under the Exchange Act is recorded, processed, suizgwd and reported within the time periods spedifin the SEG rules an
forms. Disclosure controls and procedures inclug#hout limitation, controls and procedures designo ensure that information require:

be disclosed by an issuer in the reports thatlas for submits under the Exchange Act is accumdilated communicated to the isser’
management, including its principal executive a@fiand principal financial officer, to allow timetiecisions regarding required disclosure.
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We have carried out an evaluation under the sugierviand with the participation of our managemeamuding our Chief Executive Offic
and Principal Financial and Chief Accounting Officef our disclosure controls and procedures ameeéfin Exchange Act Rule 13a-15
(e). In designing and evaluating disclosure cdstand procedures, we and our management recogimiteany disclosure controls ¢
procedures, no matter how well designed and oprass only provide reasonable assurance of actyeiie desired control objective. As
June 30, 2011 management concludes that our diselesntrols and procedures are effective.

Management’s Report on Internal Control over Finangdal Reporting

Our management is responsible for establishingraaithtaining adequate internal control over finahoéporting, as such term is definec
Exchange Act Rules 135(f). Under the supervision and with the par@étipn of our management, including our Chief ExaeuOfficel
and Principal Financial and Chief Accounting Officeee conducted an evaluation of the effectiveradssur internal control over financ
reporting based on the frameworklimternal Control—Integrated Framewotksued by the Committee of Sponsoring Organizatiufrihe
Treadway Commission. Based on our evaluation dadriratl control over financial reporting, our manageinconcluded that our inter
control over financial reporting was effective dgone 30, 2011.

Changes in Internal Controls

There were no changes in our internal controls émancial reporting during the fourth quarter afctal 2011 that materially affected, or
reasonably likely to materially affect, our intercantrol over financial reporting.

Inherent Limitations Over Internal Controls

We believe that a control system, no matter how designed and operated, can not provide absokgarance that the objectives of
control system are met, and no evaluation of céswtran provide absolute assurance that all coigsaks and instances of fraud, if any, wi
the Company have been determined.

| TEM 9B. OTHER INFORMATION

None.
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PART llI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
DIRECTORS AND EXECUTIVE OFFICERS
The following table sets forth our directors an@&xtive officers as of September 1, 2011, theisag® the positions held by them with
Company. Our executive officers are appointedanyl serve at the discretion of the board of dimsct&ach executive officer is a fuitne

employee of the Company. There are no familiati@hs among our officers and directors other thiachael Ryan and Carole Enisman v
are husband and wife.

Name Age Position Year Board Term Will Expire
James Ciocii 55 Chairman of the Board of Directa 2011
Michael Ryar 53 Chief Executive Officer, President and Direc 2011
Edward Cohel(2)(3) 72 Director 2013
John Levy (1)(2) 56 Lead Directol 2012
Allan Page (1)(3) 64 Director 2012
Frederick Wasserma(1)(2) 57 Director 2013
Nelson Obu(3) 64 Director 2012
Carole Enismai 52 Executive Vice President of Operatic n/a
Ted Finkelsteir 58 Vice President, General Counsel and Secre n/a
Karen Fishe 45 Chief Accounting Officer and Treasut n/a

(1) Audit Committee membe
(2) Compensation Committee memi
(3) Corporate Governance and Nominating Committee me

JAMES CIOCIA, CHAIRMAN OF THE BOARD OF DIRECTORSMr. Ciocia is a principal founder of the Companying opened tr
Company's first tax preparation office in 1981alidition to serving the Company as its Chief ExeeuDfficer until November 6, 2000, N
Ciocia is a registered representative of PCS. Ntci@ holds a B.S. in Accounting from St. John'sudrsity. Mr. Ciocia brings to the boz
of directors extensive business and operating éxpeg and tremendous knowledge of our Company dsawénsights into and experien
within the tax preparation and financial planningustry. Mr. Ciocia provides our board with Compaipecific experience and expertis
tax preparation and financial planning matters.

MICHAEL RYAN, CHIEF EXECUTIVE OFFICER, PRESIDENT AN DIRECTOR. Mr. Ryan was appointed the Company&sigent an
Chief Executive Officer in August 2002. Mr. Ryao-founded PCS and is a founding member and pastdere of the MidHudson Chapt:
of the International Association for Financial Riarg. Mr. Ryan holds a B.S. in Finance from SyracUsiversity. Mr. Ryan was first elect
as a director in 1999. Mr. Ryan brings to our koafrdirectors extensive business and operatingrpce and tremendous knowledge of
Company as well as insights into and experiencésimihe tax preparation and financial planningusity. In addition, Mr. Ryan brings |
broad strategic vision for Gilman Ciocia to our fibaf directors. Mr. Ryas service as the Chief Executive Officer, Presider Directa
creates a critical link between management andoard of directors, enabling our board to perfoisioiversight function with the benefits
management’s perspectives on the business.

EDWARD COHEN, DIRECTOR. Mr. Cohen has been a doecf the Company since 2003. Mr. Cohen has beemsgz!| to the internatior
law firm of Katten Muchin Rosenman LLP since Felyu2002, and before that was a partner in the {iwith which he has been affiliat
since 1963). Mr. Cohen is a director of Full Gir@apital Corporation, a business development catipm under the Investment Comp.
Act. Mr. Cohen is a graduate of the UniversityMithigan and Harvard Law School. As a former pariofean international law firm anc
member of the boards of several public companiesQdhen brings to our board a wealth of legalpocate and securities expertise.
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JOHN LEVY, DIRECTOR. Mr. Levy has been a directdrthe Company since October 2006 and since Septehb2007, has served
Lead Director. Since May 2005, Mr. Levy has serasdthe Chief Executive Officer of Board Advisorgr@ces, a consulting firm whi
advises public companies in the areas of corpaaternance, corporate compliance, financial repgréind financial strategies. Mr. Le
served as Interim Chief Financial Officer from Nouger 2005 to March 2006 of Universal Food & Bever&pmpany, which filed
voluntary petition under the provisions of Chaptérof the United States Bankruptcy Act on AugustZ107. From November 1997 to M
2005, Mr. Levy served as Chief Financial OfficerMédiaBay, Inc., a NASDAQ company and leading paeviof premium spoken wc
audio content. While at MediaBay, he also servedfperiod as its Vice Chairman. Mr. Levy is a @ied Public Accountant with nine yei
experience with the national public accounting firaf Ernst & Young, Laventhol & Horwath and Grartofnton. Mr. Levy is a director a
non-executive Chairman of the Board of Applied Mineradix., an exploration stage natural resource amihgn company, is a director a
audit committee member of Applied Energetics, lacpublicly traded company that specializes indbeelopment and application of h
power lasers, high voltage electronics, advanceticalpsystems and energy management systems tecfi@sl and is a director
Brightpoint, Inc., a publicly traded company thabyides supply chain solutions to leading stakedxddn the wireless industry. Mr. Levy |
authoredThe 21stCentury Director: Legal and Ethical Responsibilitief Board membersa course on the ethical and legal responsilslibi
board members initially presented to various séatmunting societies. Mr. Levy has a B.S. degnesconomics from the Wharton Schoc
the University of Pennsylvania and received his M.Brom St. Josepls’ University in Philadelphia. Mr. Levy brings taroboard vas
financial experiences as a Certified Public Accanttformer Chief Financial Officer of several camjes and as Chief Executive Office
a consulting firm which advises public companieshia areas of corporate governance, corporate ¢anegl, financial reporting and financ
strategies. In addition, Mr. Levy brings to our thahis role as Lead Director and Chairman of awttiscommittee, substantial experie
with complex accounting and reporting issues, fuiarstrategies, SEC filings and corporate trarsast

ALLAN PAGE, DIRECTOR. Mr. Page has been a direabthe Company since October 2006. Mr. Page eéspihincipal of A. Page
Associates LLC, an international consulting firmfbended in 2002 that is engaged in project devakam and advisory work in the ene
market sector. Mr. Page is also Chairman and cafeu of The Hudson Renewable Energy Institute, lngiot for profit corporatic
promoting market applications for the public user@fewable energy. Prior to founding A. Page &oksastes, Mr. Page spent more t
thirty years with the CH Energy Group Inc., holdiagvariety of positions including President. Miage started his employment &
distribution engineer at Central Hudson Gas andtEte the principal subsidiary of the CH EnergyoGp and was the executive respon:
for the development of a family of competitive mess units for CH Energy Group. The competitivesitesses included an elec
generation company, an energy services companyfushail companies operating along the easternbsaad. Mr. Page holds B.S. deg!
in physics, civil engineering and electrical engirieg and a masters degree in industrial admirtistraall from Union College. As tl
Principal of an international consulting firm engddn project development and advisory work, Chammmof a not for profit and as forn
President of a public company, Mr. Page bringsuokmard a wealth of experience in strategic plagnbusiness initiatives and develog
businesses.

FREDERICK WASSERMAN, DIRECTOR. Mr. Wasserman haetb a director of the Company since September 280%e May 2008 M
Wasserman has served as the President of FGW Rarthé, which provides management and financialstdting services. From Janu
2007 until April 2008 Mr. Wasserman provided mamagat and financial consulting services as a saetjtioner. From August 2005 ur
December 31, 2006, Mr. Wasserman served as thé GCparating and Chief Financial Officer for Mitch& Ness Nostalgia Co., a privately-
held manufacturer and distributor of licensed sweear and authentic team apparel. Prior to his eynpént at Mitchell & Ness, M
Wasserman served as the President of Goebel ofi Monerica, a U.S. subsidiary of W. Goebel Porzé#larik GmbH & Co., an internatior
manufacturer of collectibles, gifts and home debti. Wasserman held several positions, includinge€lRinancial Officer and President w
Goebel of North America from 2001 to 2005. Mr. B&gnan is nomxecutive Chariman of the Board for TeamStaff, ,lecprovider c
government logistics services. Mr. Wassermansds al director of MAM Software Inc., a provider afftsvare products for the automot
aftermarket, Acme Communications, Inc., an ownet aperator of television stations, and Bre&astern Corporation, a manufacturer
distributor of cargo and rescue lifting equipmehltt. Wasserman received a B.S. degree in Econofmics The Wharton School of t
University of Pennsylvania in 1976. As the Prestdef a management and financial consulting sesvigen, and former Chief Financ
Officer, Chief Operating Officer and President ef/eral public and private companies, Mr. Wasserhwamgs to our board a great dea
experience as an active member of a number of puablnhpany boards as well as a deep understandithg dhancial and operational aspr
of a business.

NELSON OBUS, DIRECTOR. Mr. Obus has been a direofathe Company since September 2007. Mr. Obssseaved as President
Wynnefield Capital, Inc. since November 1992 andaawmanaging member of Wynnefield Capital Managemielo€ since January 19¢
Wynnefield Capital Management manages two privatestment funds and Wynnefield Capital, Inc. masagee private investment fund,
three of which invest in smatlap value U.S. public equities. Mr. Obus also seomthe board of directors of Layne Christensem@my,
diversified natural resources company with interast water, mineral drilling and energy. In ApriD@6, the Securities and Excha
Commission filed a civil action alleging that Nats®@bus, the Wynnefield Capital Funds, and two othdividuals, in June 2001 engage!
insider trading in the securities of SunSourceublip company that had been in the portfolio of Wgnnefield Capital Funds for years. |
Obus, the Wynnefield Capital Funds, and the otleéemtlants emphatically deny the allegations. Quteé®eber 20, 2010, U.S. District Ju
George Daniels dismissed the action against Mr.sGinal the other defendents stating in part thaB#@ had notdemonstrated the requis
degree of deceptive conduct in the part of any riédat.” Mr. Obus received a B.A. degree from New York Unsity and an M.A. ar
A.B.D. from Brandeis University in Politics. As Rident and managing member of several private tmast funds, Mr. Obus brings to «
board a skill set that includes financial literagyd expertise, capital markets expertise and sofiestananagerial experience.

CAROLE ENISMAN, EXECUTIVE VICE PRESIDENT OF OPERADNS. Ms. Enisman was appointed the Executive ViesiBent ¢
Operations of the Company on November 15, 2004. Bhiissman began her career with the Company in 398 Financial Planner. N
Enisman graduated from the University of Miami (#da) with degrees in Economics and Political Sceen
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TED FINKELSTEIN, VICE PRESIDENT, GENERAL COUNSEL ADNSECRETARY. Mr. Finkelstein has been Vice Prestdmnd Gener
Counsel of the Company since February 1, 2007 &cdeary since December 18, 2008. He was AssoGiateeral Counsel of the Compi
from October 11, 2004 to February 1, 2007. MrkElatein was Vice President and General Counsthe@fCompany from June 1, 200
October 11, 2004. Mr. Finkelstein has a B.S. degneAccounting. He is a Cum Laude graduate ofodriniversity, Albany Law Scho
and also has a Master of Laws in Taxation from Nesk University Law School. Mr. Finkelstein haspapximately 30 years of varied le:
experience including acting as outside counselPfo$ prior to joining the Company.

KAREN FISHER, CHIEF ACCOUNTING OFFICER. Ms. Fighbad been the Controller of the Company since M&005 and we
appointed Treasurer on May 25, 2007 and Chief Aating Officer on July 4, 2007. Ms. Fisher is a @exd Public Accountant and hold:
B.S. in Accounting from Arizona State Universitydaan A.A.S. in Computer Information Systems fromtdhess Community College. Pr
to joining the Company, Ms. Fisher was employed’hgmson Financial as Director of Financial Repgrémd Accounting from March 20
until March 2005 and the New York Times CompanyMamnager of Financial Reporting from July 1998 ugdtily 2001. Ms. Fisher h
significant experience in public reporting and acaing. Prior to returning to New York, Ms. Fisheas the Assistant Controller for
engineering firm in Phoenix, AZ, where she was eiygdl for over nine years.

Director Designee

On August 20, 2007, the Company, Wynnefield Smadp G/alue Offshore Fund, Ltd., Wynnefield Partnerma$ Cap Value, L.P
Wynnefield Partners Small Cap Value, L.P.l and Wedfcial Corporation (as heretofore defined, thevéstment Purchasers"), Mich
Ryan, Carole Enisman, Ted Finkelstein, Dennis Cpnand Prime Partners, Inc. and Prime Partnetsolting companies owned in part
Michael P. Ryan (the "Existing Shareholders") esdeinto a Shareholders Agreement. Pursuant ttetines of the Shareholders Agreem
at the Investment Purchase Closing, the InvestiRenthasers were given the right to designate twecttirs (the "Investor Directors")
election to our board of directors (the "Board9);leng as the Existing Shareholders own at lea% ©0the outstanding shares of Comt
Stock, the Existing Shareholders have the rightdiminate two directors (the "Existing Sharehold@ettors") for election to the Board; 1
Investor Directors and the Existing Shareholdeeftiors shall jointly nominate three independengators; the Investor Purchasers and
Existing Shareholders agreed to take such acttomay be reasonably required under applicable tawause the Investor Purchasers’
designees and the Existing Shareholddesignees to be elected to the Board; we agreétthade each of the Director designees of
Investor Purchasers and the Existing Shareholdergazh slate of nominees for election to the Bgamaposed by the Company,
recommend the election of such designees to theelsblders of the Company, and to use commerciafsonable efforts to cause s
designees to be elected to the Board; one of thestar Directors shall be appointed as a membehefCompensation Committee of
Board and one of the Investor Directors shall hthee right to attend all Audit Committee meetingse tconsent of one of the Inves
Directors is required for certain Company actiobsve designated thresholds, including the issuamciemption or purchase of equity
debt, the issuance of an omnibus stock plan, thation of any new class of securities, certairliaféi transactions, changes to our certifi
of incorporation or bylaws, entering into a merg@grganization or sale of the Company or acquidng significant business assets
material changes to the business line of the Cogpdue Investor Shareholders agreed to a one yeadstill agreement concerning
acquisition of our assets, our securities, proXicisations, voting trusts or tender offers; thevédstor Purchasers were granted a right of
refusal for future securities issued by the Compamg we were granted a right of first refusal$akes of Common Stock by the Investn
Purchasers and by the Existing Shareholders.

Nelson Obus and Frederick Wasserman are the InvBgtectors designated by the Investment Purchaskasies Ciocia and Michael R
are the Existing Shareholder Directors designayetthd Existing Shareholders.

BOARD COMMITTEES

Our Board met eight times in fiscal 2011 and adtgdvritten consent three times. All directors atted at least 75% of the combined B
and committee meetings on which they served irafi2011. All directors are encouraged to attendammual meeting of shareholders. Si
our seven directors attended last year's annualingee

Audit Committet

Our Audit Committee is comprised of John Levy, Chailan Page and Frederick Wasserman. The Audin@ittee met five times duril
fiscal 2011. The functions of the Audit Commiti@e as set forth in the Audit Committee Chartericlvitan be viewed on our website
www.gtax.com. Our Board has determined that each of Messngy,lRage and Wasserman is independent as definedlé5005(a)(19) «
the listing standards of the Nasdaq Stock MarketRnle 10A3 of the Exchange Act. Our board of directors dlas determined that N
Levy is an “audit committee financial exped$ defined in the applicable rules and regulatafrtee Exchange Act. The Audit Committe:
required to pre-approve all audit and rewrdit services performed by the independent awlitoiorder to assure that the provision of :
services does not impair the auditor’s independehidess a type of service to be provided hasivedegeneral prepproval from the Aud
Committee, it requires specific pre-approval inheatstance by the Audit Committee. Any proposedises exceeding prapproved co:
levels generally require specific pre-approval thy Audit Committee.
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Compensation Committee
See Item 11 for a discussion of our Compensatianr@ittee.
Corporate Governance and Nominating Governance Citiesn

Our Corporate Governance and Nominating Commitezsoimprised of Edward Cohen, Chair, Nelson ObusAdlzcth Page. The Corpor
Governance and Nominating Committee met one timgngufiscal 2011. The functions of the Corporatevérnance and Nominati
Committee are as set forth in the Corporate Govemiaand Nominating Committee Charter, which canviesved on our website
www.gtax.com. Our board of directors has determined that eddWiessrs. Cohen, Page and Obus is independerdfiagd in Rule 5005(a)
(19) of the listing standards of the Nasdaq Stockkdt. The Corporate Governance and Nominating rGiteee will consider nomine
recommended by shareholders. Any such recommendashould be submitted in writing to our Generali@sel at our principal execut
offices. Nominees recommended by shareholdersbeikvaluated in the same manner as nomineesfiddrity management, the boarc
directors or the Corporate Governance and Nomigafiommittee. The Corporate Governance and Nomigaiommittee, in making i
recommendations regarding Board nominees, may @ensiome or all of the following factors, amongesth judgment, skill, diversit
experiences with businesses and other organizatibascomparable size, the interplay of the cartdidaexperience with that of the ot
Board members, the extent to which a candidate dvbala desirable addition to the Board and any cittews of the Board and whethel
not the candidate would qualify as an “independkirgctor” under applicable listing standards anel 8arbane®xley Act of 2002 and ai
related Securities and Exchange Commission regulsti

Communications with our Board
Communications to our Board or to any directorwdlially may be made by writing to the followingdadss:
Attention: [Board of Directors] [Board Member]

c/o Ted Finkelstein, Vice President, General Couasd Secretary

11 Raymond Avenue
Poughkeepsie, NY 126(

Communications sent to the physical mailing addessforwarded to the relevant director if addrdssean individual director, or to t
chairman of our Board if addressed to the Board.

ADOPTION OF CODE OF ETHICS

We have adopted a written Code of Ethics that epplid our principal executive officer, principahdincial officer, principal accounti
officer, or controller, or persons performing sianifunctions and is consistent with the rules agllations of the Exchange Act. A cop)
the Code of Ethics is available on our website wtwgtax.com. We will disclose any amendment to or waiver of €ode of Ethics on o
website.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE
Section 16(a) of the Exchange Act requires ourctiims, executive officers and persons who own ntfmse 10% of our common stock to-
with the SEC initial reports of ownership and répaf changes in ownership of common stock. Th€ &Huires such officers, directors .

greater than 10% shareholders to furnish to thegaom copies of all forms that they file under Sattl6(a).

To our knowledge based solely on a review of FoBng and 5 and amendments thereto, all officergctbrs and/or greater than 1
shareholders of ours complied with all Section 1 6{ag requirements during the fiscal year endede 30, 2011.
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ITEM11. EXECUTIVE COMPENSATION
Summary Compensation Table

The following table sets forth the annual compédngsabf the Chief Executive Officer (the “CEO8nd the two most highly compense
executive officers other than the CEO (the “Namgddaitive Officers”) during the fiscal years endedd 30, 2011 and 2010:

Summary Compensation Table

Option All Other
Name and Principal Positior Year Salary Awards @) Bonus Compensation ) Total
Michael Ryan 2011 $ 350,000 % — % 20,58((2) $ 17,58¢ $ 388,16¢
President, Chief Executive
Officer and Directo 2010 $ 350,000 $ — $ 98,202) $ 17,28¢ $ 465,49:
Carole Enisman 2011 $ 235000 % — % — $ 25,207 $ 260,20°
Executive Vice President of
Operations 2010 $ 235000 $ — 3 — $ 3755. $ 272,55:
Ted Finkelstein 2011 $ 185,000 $ —  $ — $ — $ 185,00(
Vice President, General
Counsel and Secreta 2010 $ 185,000 $ — % — $ — $ 185,00¢(

(1) During fiscal years 2011 and 2010 no optioesengranted to our executive officers.

(2) Represents trails commissions earned as pemgioyment agreement with Michael Ryan wherebyro@gsions were to be paid as d
against his bonus. As per the agreement, no casionis were to be paid back no matter what bonuscatasilated or if no bonus is paid.
fiscal 2011 and 2010, no bonus was awarded. Bffe€ctober 8, 2010 Mr. Ryan no longer receivest@mmmissions.

(3) Other Compensation includes the following:

Car Other
Name and Principal Position Year Allowance  Commission: Compensatior
Michael Ryan 2011 $ 17,58¢ $ - % 17,58¢
President, Chief Executive Officer and
Director 2010 $ 17,28¢ $ - 3 17,28¢
Carole Enisman 2011 $ 13,63( $ 11,577 $ 25,20"
Executive Vice President of Operatic 2010 $ 13,63( $ 23,92: $ 37,55
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

The following table sets forth information concewpiunexercised stock options, shares of restristedk and stock options that have
vested for each of the Named Executive Officerduae 30, 2011.

Option Awards

Number of Equity Incentive

Securities Plan Awards:

Underlying Number of Number of

Unexercised Securities Securities

Options (#) Underlying Underlying

Exercisable Unexercised Unexercised

Options (#) Unearned Options Option Exercise Option Expiration
Name Unexercisable (1) (#) Price ($) Date

Michael Ryan 52,040 78,060 — $ 0.18 2/19/201¢
Carole Enisman 44,600 66,900 — $ 0.18 2/19/201¢
Ted Finkelstein 40,880 61,320 — $ 0.18 2/19/201¢

(1) Timebased stock option awards granted under the 20tk $icentive Plan, which awards vest, subjectaiatiouing employment, 20
annually commencing on the first anniversary ofdage of grant.

EMPLOYMENT AGREEMENTS

On August 20, 2007, we entered into an employmgneamnent with Michael Ryan, our President and Chirécutive Officer (th
"Employment Agreement"). The Employment Agreemaennttains the following salient terms: the term waigjinally from July 1, 2007 1
June 30, 2011 but was extended to December 31, 201duly 14, 2011 by our Board of Directors aftecammendation from tl
compensation committee; the base salary is $38010saind per year; a bonus will be awarded to MarRwnging from 40% of base salar
100% of base salary if actual EBITDA results fofiscal year exceed at least 85% of the EBITDA buedefor such fiscal year; a
commissions which were paid to Mr. Ryan for pers@naduction reduced the bonus, but under no cigtantes were the commission ea
be paid back; a severance payment equal to bamg sald bonus (computed at 100% of base salarypwipaid to Mr. Ryan for the greatel
three years or the ending date of the term if Herminated as the result of an involuntary chasigeontrol, or the greater of one year or
ending date of the term if he is terminated asréselt of a voluntary change of control. In additiddr. Ryan agreed to a one year cove
not to compete with the Company and a two year manenot to solicit customers or employees of @ureegistered representatives of
broker-dealer subsidiary.

POTENTIAL PAYMENTS UPON TERMINATION INCLUDING CHANG E OF CONTROL

Voluntary Involuntary
Voluntary Termination Termination
Termination Termination with Following Chang Following Chang:
Without Caus«®) Good Reaso® of Control®) of Control®
Payment due upon termination:
Cash Severance
Michael P. Ryat
Base Salar $ 350,00( $ 350,00( $ 350,00( $ 1,050,001
Bonus 350,00( 350,00( 350,00( 1,050,00!
Total Cash Severan: $ 700,00( $ 700,00( $ 700,00( $ 2,100,001

(1) Mr. Ryan will be paid an amount equal to his basary and a bonus computed at 100% of his baseydalaa period measured as
greater of one year from the date of terminatiotherDecember 31, 2011 ending date of the ternisdEmployment Agreemer

(2) Mr. Ryan will be paid an amount equal to his basary and a bonus computed at 100% of his baseydalaa period measured as
greater of three years from the date of terminatiothe December 31, 2011 ending date of the tdriniscEmployment Agreemer
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Voluntary Voluntary Terminatior  Involuntary Terminatior
Termination Termination with Following Change Following Change
Without Caus®) Good Reaso® of Control(@) of Control@)
Payment due upon termination:
Cash Severanc+ Base Salary
Carole Enismai $235,00C $235,00C $235,00C $235,00C
Ted Finkelsteir $154,167 $154,167 $185,00C $185,00C

(1) Named Executive Officers will receive one montttompensation for each year of service with a marinseverance of one ye:
(2) Named Executive Officers will receive one year ompensation in a lump su

DIRECTOR COMPENSATION
The table below summarizes the compensation edmyedr directors during fiscal 2011:

Fees Earned ot

Paid In Cash Stock Awards@  Options Awards ® Total
James Cioci® $ 24,000 $ 5000 $ 5000 $ 34,00(
Edward Cohel $ 30,00 $ 5000 $ 5000 $ 40,00(
John Levy $ 54,000 $ 5000 $ 5000 $ 64,00(
Nelson Obut $ 27,000 $ 5000 $ 5000 $ 37,00(
Allan Page $ 30,00 $ 5000 $ 5000 $ 40,00(
Frederick Wasserme $ 30,00 $ 5000 $ 5000 $ 40,00(

(@8 The amounts reported for stock awards represenfuthgrant date fair value of awards granted iscéil 2011 in accordance w
guidance on shargased payments. The number of shares of stockdedas director compensation for fiscal year entigte 3C
2011 will be computed and granted five days afierfiling of the fiscal year ended June 30, 201-K.

(b) The amounts reported for option awards represenfut grant date fair value of the stock optionaags granted in fiscal 2011
accordance with guidance on shhesed payments. Outstanding shares as a resoitiohs awarded during the fiscal year er
June 30, 2010 amount to 120,192 shares each. Uimbéer of stock options awarded as director compemséor fiscal year ende
June 30, 2011 will be computed and granted fivesddter the filing of the fiscal year ended JuneZML1 10K. For a discussion
the assumptions and methodologies used in calngldtie grant date fair value of the options away@sited during the fiscal ye
ended June 30, 2011 see Note 13 under the he*Equity Compensation Pla” of the Notes to Consolidated Financial Stateme

Q) Mr. Ciocia is Chairman of the Board of Direct@nd an employee of the Company. However, Mycidls employment compensati
is 100% commission based. The time Mr. Ciocia tlevoto board activities reduces his efforts to ggeiee commissio
income. Therefore, the board has determined thhaOlibcia will receive compensation for his acied as a director equivalent to t
of nor-employee director:

We use a combination of cash and equity incentorapensation for our noemployee directors. In developing the compensdéuvals an
mix for nonemployee directors, we consider a number of factocsuding the significant time commitment requiref board and committ
service as well as the need to attract highly §jedlcandidates for board service.

Each normmanagement director and James Ciocia, as a diretthe board, receives an annual retainer fee2df@P0 plus $5,000 per yea
restrictive stock, based upon its then fair mavedtie, and $5,000 per year in stock options usilagiBScholes valuation. The Lead Direc
of the Board receives an additional annual retafaerof $24,000. Each member of the Audit Commjtt€ompensation Committee, i
Nominating and Corporate Governance Committee vesain additional $3,000 annua

Compensation Committee Interlocks and Insider Parttipation

Our Compensation Committee is comprised of Edwarde@, John Levy and Frederick Wasserman, Chaie Qdmpensation Committee
not meet during fiscal 2011. The functions of @@mpensation Committee are as set forth in the @oisgtion Committee Charter, wh
can be viewed on our website_at www.gtax.co@ur Board has determined that each of Messrsed_evy and Wasserman is indepen
as defined in Rule 5005(a)(19) of the listing stdd of the Nasdaqg Stock Market. In accordance th#ghCompensation Committee Chal
the members are “outside directors” as definedeantiBn 162(m) of the Internal Revenue Code of 1386amended, and “n@amploye:
directors” within the meaning of Section 16 of techange Act.
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Compensation Committee Report
The Compensation Committee is required, amongsrdtiings, to discharge the Boadesponsibilities relating to the compensation
evaluation of our Senior Executives and to prodiheereport that the rules and regulations of theuBges and Exchange Commission 1

require to be included in, or incorporated by, refiee into our annual report and proxy statem&he Compensation Committee has
engaged compensation consultants to provide agitberespect to the form or amount of executivelioector compensation.
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| TEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHILDER MATTERS

5% HOLDERS

The following table sets forth as of September2l8,1 the holdings of the only persons known tooulseneficially own more than 5% of «
outstanding common stock, the only class of vosegurities issued by us. Except as indicated infdb&notes to this table and the te
following and pursuant to applicable community prdp laws, the persons named in the table andathie following have sole voting a
investment power with respect to all shares of comratock. For each individual or group includedthe table and the table followir
percentage ownership is calculated by dividingrthmber of shares beneficially owned by such peosagroup by the sum of the 98,379,
shares of common stock outstanding as of Septefinbt2011 and the number of shares of common staatkstich person or group had
right to acquire within 60 days of September 1,20dcluding, but not limited to, upon the exercideptions.

AMOUNT AND NATURE
OF BENEFICIAL PERCENTAGE
NAME AND ADDRESS OF BENFICIAL OWNEF OWNERSHIP OF CLASS
Michael Ryan 63,542,110 @ 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Carole Enisman 63,542,110 @ 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Ted Finkelstein 63,542,110 © 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Ralph Porpora 63,542,110 @ 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Prime Partners IlI, LLC 63,542,110 ©® 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Nelson Obut 63,542,110 ®)) 64.6%
450 Seventh Avenue, Suite 509
New York, NY 1012%

Wynnefield Partners Small Cap Value LP 63,542,110 ©®)X©) 64.6%
450 Seventh Avenue, Suite 509
New York, NY 1012:

Wynnefield Small Cap Value Offshore Fund, Ltd 63,542,110 (®)(10) 64.6%
450 Seventh Avenue, Suite 509
New York, NY 1012¢

Wynnefield Partners Small Cap Value LP | 63,542,110 ®11) 64.6%
450 Seventh Avenue, Suite 509
New York, NY 1012:

WebFinancial Corporation 63,542,110 (2 64.6%
61 East Main Street
Los Gatos, CA 9503

Dennis Conroy 63,542,110 13 64.6%

10514 Brookside Road
Pleasant Valley, NY 125€
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Includes 538,500 shares which are beneficially aMmg Mr. Ryan personally and 52,040 shares undeglgiptions. Also includ:
308,141 shares which are beneficially owned by Rfran's wife, Carole Enisman (the Executive Vicesklent of Operations of t
Company) of which Mr. Ryan disclaims beneficial @sship; 1,093,798 shares which are beneficiallyedvioy Prime Partners, It
of which Mr. Ryan is a shareholder, officer ancedtor; 15,420,000 shares which are beneficiallyedMoy Prime Partners Il, LLC
which Mr. Ryan is a member and manager and 46,B829¢hares which are owned by certain of the othareholders to tt
Shareholders Agreement of which both Mr. Ryan arich® Partners Il, disclaim beneficial ownership.eBmot include 78,0t
shares issuable upon the exercise of unvestednspdiwarded for employee compensat

Includes 263,541 shares which are beneficially alvbg Ms. Enisman personally and 44,600 shares lyidgroptions. Alsi
includes 63,233,969 shares owned by certain ofother partners to the Shareholders Agreement o€lwbkhares Ms. Enism
disclaims beneficial ownership. Does not inclu6e960 shares issuable upon the exercise of unvestezhs awarded for employ
compensatior

Includes 4,338,788 shares which are beneficiallpedvby Mr. Finkelstein personally and 40,880 shamederlying options. Als
includes 59,162,442 shares owned by certain obther parties to the Shareholders Agreement anhath shares Mr. Finkelste
disclaims beneficial ownership. Does not include380 shares issuable upon the exercise of unvestiahs awarded for employ
compensatior

Includes 282,500 shares which are beneficially aameMr. Porpora personally and 26,720 shares lyidgroptions. Also include
1,093,798 shares which are beneficially owned @& Partners, Inc. of which Mr. Porpora is a shaleér, officer and director; al
15,420,000 shares which are beneficially owned tm® Partners Il, LLC of which Mr. Porpora is a nimm and manager. Al
includes 46,719,092 shares owned by certain obther parties to the Shareholders Agreement anghidh shares Mr. Porpc
disclaims beneficial ownership. Does not inclu@e080 shares issuable upon the exercise of unvestezhs awarded for employ
compensatior

Includes 48,122,110 shares owned by certain obther parties to the Shareholders Agreement amdePiartners 11, LLC disclair
beneficial ownership of these shar

Includes 233,333 shares which are beneficially @vbg Mr. Obus personally; 125,000 shares accruedBfwmard of Directc
compensation and 87,372 shares underlying exeteisaftions awarded for Board of Director compemsatiAlso include
63,096,405 shares owned by certain of the othdiegaio the Shareholders Agreement and Mr. Obudaiiiss beneficial ownerst
of these shares. Does not include 166,153 shasemble upon the exercise of unvested options a&dafar Board of Directc
compensatior

Wynnefield Capital Management, LLC, a New Ydnkited liability company (“WCM”") is the sole general partner of eacl
Wynnefield Partners Small Cap Value LP, a Delawanied partnership (“Wynnefield Partnersdhd Wynnefield Partners Sir
Cap Value LP I, a Delaware limited partnership (‘Wigfield Partners 1”). Nelson Obus and Joshua esarate the coranagini
members of WCM and by virtue of such positions WIEM, have the shared power to vote and disposieeoshares of our comm
stock that are beneficially owned by each of WyreldfPartners and Wynnefield Partners I. Wynndfi€hpital, Inc., a Delawa
corporation (“WCI"),is the sole investment manager of Wynnefield Si@afp Value Offshore Fund, Ltd., Cayman Islands cary
(“Wynnefield Offshore”). Messrs. Obus and Landes the coprincipal executive officers of WCI and by virtué such position
with WCI, have the shared power to vote and dispdgbe shares of our common stock that are bea#fiowned by Wynnefiel
Offshore. Each of WCM, WCI and Messrs. Obus anddes disclaims any beneficial ownership of the ehaf our common sto
that are directly beneficially owned by each of Wefield Partners, Wynnefield Partners | and WyraidfiOffshore, except to t
extent of their respective pecuniary interest ichsshares. Mr. Obus was appointed as a directitreoCompany effective on Aug
20, 2007

Includes 8,000,000 shares beneficially owngdWynnefield Partners Small Cap Value LR Delaware limited partnerst
("Wynnefield Partners") and 10,000,000 shares heia#ly owned by Wynnefield Partners Small Cap \&lLP |, a Delaware limite
partnership ("Wynnefield Partners 1"). Wynnefieldgital Management, LLC, a New York limited liabflicompany ("WCM") is th
sole general partner of Wynnefield Partners and Ngfield Partners I. Mr. Obus is a atanaging member of WCM and by virtue
his position with WCM, has the shared power to \and dispose of the shares of our common stockatteabeneficially owned |
each of Wynnefield Partners and Wynnefield Parthefscludes 12,000,000 shares beneficially owngdAynnefield Small Ca
Value Offshore Fund, Ltd., Cayman Islands compahyyfanefield Offshore"). Wynnefield Capital, Inc., a Delawarermaratior
("WCI"), is the sole investment manager of Wynnleffi®ffshore. Mr. Obus is a cprincipal executive officer of WCI, and by virl
of his position with WCI, has the shared power ¢tevand dispose of the shares of our common statkare beneficially owned
Wynnefield Offshore. Mr. Obus disclaims benefi@gainership of the shares of our common stock tretaectly beneficially owne
by each of Wynnefield Partners, Wynnefield Parthnensd Wynnefield Offshore, except to the extenhisfpecuniary interest in st
shares
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9 Includes 55,542,110 shares owned by certain obther parties to the Shareholders Agreement andnéfigid Partners Small C
Value LP disclaims beneficial ownership of thesarsh.

(10) Includes 51,542,110 shares owned by certain obther parties to the Shareholders Agreement andnéfigid Small Cap Valt
Offshore Fund, Ltd. disclaims beneficial ownersbipghese share

(11) Includes 53,542,110 shares owned by certain obther parties to the Shareholders Agreement andnéfigid Small Cap Value, L
| disclaims beneficial ownership of these sha

(12) Includes 53,084,170 shares owned by certain ofother parties to the Shareholders Agreement andFiieabcial Corporatic
disclaims beneficial ownership of these shs

(13) Includes 537,098 shares which are beneficially aiume Mr. Conroy personally and 63,233,969 sharesenlby certain of the ot
parties to the Shareholders Agreement and Mr. Godisrlaims beneficial ownership of these she

DIRECTORS AND EXECUTIVE OFFICERS

The following table sets forth as of September2l8,1 the beneficial ownership of our common stogkibeach Company director, (ii), ec
Named Executive Officer and (iii) the directors atldexecutive officers as a grot

AMOUNT AND NATURE
OF BENEFICIAL
NAME AND ADDRESS OF BENFICIAL OWNEF OWNERSHIP PERCENTAGE OF CLAS
James Ciocia 3,340,969 @ 3.4%
14802 North Dale Mabry Highway, Suite 101
Tampa, FL 3361

Michael Ryan 63,542,110 @ 64.6%
11 Raymond Avenue
Poughkeepsie, NY 126(

Edward Cohen 955,705 ® @
45 Club Pointe Drive
White Plains, NY 1060!

Allan Page 648,705 ® 3
9 Vassar Street
Poughkeepsie, NY 126(

John Levy 448,705 ® k
110 Oak Tree Pass
Westfield, NJ 0709

Carole Enisman 63,542,110 @ 64.6%
11 Raymond Avenue

Poughkeepsie, NY 126(

Nelson Obut 63,542,110 G)6) 64.6%
450 Seventh Avenue, Suite 509

New York, NY 10122

Frederick Wasserman 445,705 ® 3

4 Nobadeer Drive

Pennington, NJ 085&

Directors and executive officers as a group (tens@es) 69,452,77 70.6%

* Less than 1.09
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Includes 600,000 shares which are held jointly witacy Ciocia, Mr. Ciocia's wife; 9,100 shares asdd as custodian for M
Ciocia's sons and 125,000 shares accrued for BofaRirector compensation and 127,852 shares uniderlgxercisable optiol
awarded for Board of Director and employee compéors:

Includes 538,500 shares which are beneficially aMmg Mr. Ryan personally and 52,040 shares undeglgiptions. Also includ:
308,141 shares which are beneficially owned by Rfran's wife, Carole Enisman (the Executive Vicesklent of Operations of t
Company) of which Mr. Ryan disclaims beneficial @sship; 1,093,798 shares which are beneficiallyedviby Prime Partners, It
of which Mr. Ryan is a shareholder, officer andedtor; 15,420,000 shares which are beneficiallyethioy Prime Partners Il, LLC
which Mr. Ryan is a member and manager and 46,B29ghares which are owned by certain of the othareholders to tt
Shareholders Agreement of which both Mr. Ryan arhé Partners Il, disclaim beneficial ownerst

Includes 125,000 shares accrued for Board of Dorebmpensation and 87,372 shares underlying esedie options awarded
Board of Director compensatic

Includes 263,541 shares which are beneficially @lvbg Ms. Enisman personally and 44,600 shares lyidgroptions. Alsi
includes 63,233,969 shares owned by certain ofother partners to the Shareholders Agreement o€lwbkhares Ms. Enism
disclaims beneficial ownershi

Includes 233,333 shares which are beneficially avbg Mr. Obus personally; 125,000 shares accruedBfward of Directc
compensation and 87,372 shares underlying exeteisaitions awarded for Board of Director compemsatiAlso include
63,096,405 shares owned by certain of the othdiegaio the Shareholders Agreement and Mr. Obudailiss beneficial ownersr
of these share

Wynnefield Capital Management, LLC, a New Ydikited liability company (“WCM?”") is the sole general partner of eacl
Wynnefield Partners Small Cap Value LP, a Delawanited partnership (“Wynnefield Partnersdhd Wynnefield Partners Sir
Cap Value LP I, a Delaware limited partnership (‘Wgfield Partners 1”). Nelson Obus and Joshua earate the comanagini
members of WCM and by virtue of such positions WM, have the shared power to vote and disposkeeo$hares of our comm
stock that are beneficially owned by each of WyieidfPartners and Wynnefield Partners 1. Wynndfi@hpital, Inc., a Delawa
corporation (“WCI"),is the sole investment manager of Wynnefield Si@afp Value Offshore Fund, Ltd., Cayman Islands cary
(“Wynnefield Offshore”). Messrs. Obus and Landes thhe coprincipal executive officers of WCI and by virtué such position
with WCI, have the shared power to vote and dispdsbe shares of our common stock that are bea#fiowned by Wynnefiel
Offshore. Each of WCM, WCI and Messrs. Obus anddes disclaims any beneficial ownership of the ehaf our common sto
that are directly beneficially owned by each of Wefield Partners, Wynnefield Partners | and WyreldfiOffshore, except to t
extent of their respective pecuniary interest iohsshares. Mr. Obus was appointed as a directitreo€ompany effective on Augi
20, 2007

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

Equity Compensation Plan Information

(©)
Number of
Securities
(@) Remaining
Number of Available for
Securities to be Future Issuance
Issued Upon (b) Weightec- Under Equity
Exercise of Average Exercise Compensation
Outstanding Price of Options, Plans (Excluding
Options, Warrants Warrants and Securities Reflectel
Plan Category and Rights Rights in Column (a) )
Equity Compensation Plans Approved by
Shareholder 3,097,95 % 0.1¢€ 13,030,15
Equity Compensation Plans not Approved by
Shareholders - $ - -
Total 3,097,995 $ 0.1€ 13,030,15

We maintain records of option grants by year, dgerprice, vesting schedule and grantee. In cedades, we have estimated, based ¢
available information, the number of such optiohattwere issued pursuant to each plan. The mhterias of each option grant var
according to the discretion of the board of dirextdn addition, from time to time, we have issuadd in the future may issue, additic
non-qualified options pursuant to individual option egments, the terms of which vary from case to c&s® Note 13 to the Notes
Consolidated Financial Statements.
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Our 2007 Stock Incentive Plan was adopted at oare$tolders meeting on July 19, 2007. Subject todilution adjustments as providec
the 2007 Plan, (i) the 2007 Plan provides for altot 16.1 million shares of our common stock toabailable for distribution pursuant to
2007 Plan, and (ii) the maximum number of sharesunfcommon stock with respect to which stock amtjaestricted stock, deferred stc
or other stockbased awards may be granted to any participantruhde2007 Plan during any calendar year or paga péar may not exce
0.6 million shares.

| TEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

James Ciocia, our Chairman of the Board of Directamd a financial planner for the Company, recec@amissions based on a varic
percentage of his own business production and unbieh he received an aggregate of $0.6 milliofisoal 2011.

On May 26, 2011 we issued an unsecured promissatey in the amount of $50.0 thousand to Ted Finkglsiour Vice President, Gene
Counsel and Secretary payable on demand by Mreltéin at an interest rate of 10.0% per annum lwhias paid in full on July 1, 2011.

On December 16, 2010 we issued a $0.1 million pssary note to Mr. Finkelstein, a $64.0 thousandniseory note to Carole Enisman,
Executive Vice President of Operations, and a $36dusand promissory note to Michael Ryan, our iBes$ and Chief Executi
Officer. These notes were collateralized by ségunterests in our gross receipts from the preg@ameof income tax returns received by
from January 1, 2011 through June 30, 2011 at tmeist rate of 10.0% per annum with principal tophél on or before April 1, 2011. |
April 8, 2011, these notes were paid in full.

On January 27, 2009, Ms. Enisman purchased a $1fi6udand Note of the $3.8 million of Notes. Onvisimber 24, 2009 Ms. Enismr
purchased an additional $40.0 thousand Note andRy&in purchased a $38.0 thousand Note of the $Bli®BmNotes. The Notes with M
Enisman were amended on March 2, 2010 extendingukedate to July 1, 2011 and was also amendedayn3¥, 2011 extending the ¢
date to July 1, 2012. The Note with Mr. Ryan waeaded on April 19, 2010 extending the due datlulp 1, 2011 and was also amende
May 31, 2011 extending the due date to July 1, 2012

On December 3, 2008, three trusts of which Jamesi&is a trustee, purchased an aggregate of $lli@mof the Notes issued pursuan
the Offering in reliance upon the exemption frorgis&ation in Rule 506 of Regulation D. On Auga$ 2009, these trusts purchase:
additional $0.3 million of the Notes. The Noteghihe three trusts were amended on April 19, 28d8nding the due date to July 1, 2
and was also amended on May 31, 2011 extendindubelate to July 1, 2012.

As of September 1, 2008, we entered into a $0.Bomipromissory note with Prime Partners (the “RriRartners Note”)The Prime Partne
Note provided for 10% interest to be paid in asedrough the end of the previous month on théh day of each month commencing
October 15, 2008. The principal of the Prime RadrNote was to be paid on or before July 1, 20@hael Ryan is a director, an offic
and a significant shareholder of Prime Partnetse Frime Partners Note was amended as of Jun®39,t@ extend the due date of princ
to July 1, 2010. The Prime Partners Note was agiaiended as of May 5, 2010 to extend the due dgtenzipal to July 1, 2011. The Pril
Partners Note was again amended as of August 1) 20provide for 42 monthly payments of $15.0 tlemds comprised of principal a
interest at 10% on the I5day of each month commencing on August 15, 2010eadihg on January 15, 2014. Up to and includinge330
2011, in the event that we determined that we cooldmake a payment on the monthly due date, wédabefer the payment by send
written notice to Prime Partners. Any payment steded, was to be paid by adding each such defagment to the 42 month amortiza
schedule as an increased monthly payment commewpairgugust 15, 2011. No payments were deferreddyln the event that we are
default on any of the promissory notes issued inRegulation D Private Placement, within 30 daysrfiwritten notice by us, Prime Partr
shall repay to us all principal payments requestethe notice. This repayment obligation is sedubg Prime Partnes’ execution of
collateral assignment of a promissory note owe®ayiel R. Levy to Prime Partners dated January2084 in the original principal amot
of $0.9 million and with a present outstanding pipal balance of $0.4 million. There shall be ped owed by us to Prime Partners for
late payments and no acceleration of the PrimenBatNote as a result of any late payments.

On December 26, 2007, we entered into a promissotg in the amount of $0.3 million with Prime Par for related party debt which v
previously included in accrued expenses. The paie interest at 10.0% per annum. The note waalgayover 31 months and was pai
full in September 2011.

At June 30, 2011 and 2010, we owed to relatedgsaas described above $1.3 million and $1.4 milliespectively.
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Director Independence

The independent members of our board of directiesEalward Cohen, John Levy, Allan Page, Nelson Qaog Frederick Wasserman,
who have been deemed to be independent as defiffealé 5005(a)(18) of the listing standards ofNtasdaq Stock Market.

ITEM 14 . PRINCIPAL ACCOUNTANT FEES AND SERVICES

The Audit Committee selected Sherb & Co., LLP, adependent registered public accounting firm, tditathe consolidated financ
statements of Gilman Ciocia, Inc. for the fiscahly@011. That selection was ratified by our Boand Ay our shareholders at our Anr
Meeting on January 18, 2011. The following takd¢sSforth the aggregate fees billed by Sherb & CbP, for fiscal 2011 and 2010 1
professional services rendered to the Companyhieraudit of our annual financial statements, f@ tlviews of the financial stateme
included in our Quarterly Reports on Form QQ@er those fiscal years, and for other servicesleeed on behalf of us during those fiscal yi
All of such fees were pre-approved by our BoardwoEctors. Our policy is to pre-approve all auaitd nonaudit services subject to a
minimis exception for non-audit services of eightqent of the total pre-approved amounts to be jgadditside auditors.

Fiscal 2011 Fiscal 201(
Audit Fees $ 175,000 $ 205,00(
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(@)
1

2

3

The following documents are filed as part of tiepart:
Financial Statements: S*Index to Consolidated Financial Statem” set forth on page-1.
Financial Statement Schedule: ¢Index to Consolidated Financial Statem” set forth on page-1.

Exhibits: Se¢*Index to Exhibit” set forth below

INDEX TO EXHIBITS

21.1
23.1
311
31.2
32.1

32.2

(b)
3.1

3.2

3.3

3.4

10.1

10.2

10.3

10.4

10.5

List of subsidiaries (annexed herewit

Consent of Sherb & Co., LLI

Rule 13i-14(a) Certification of Chief Executive Office

Rule 13i-14(a) Certification of Principal Financial and Chiecounting Officer.

Certification of Chief Executive Officer Pursuant$ection 906 of the Sarba-Oxley of Act of 2002

Certification of Principal Financial and Chief Aaotting Officer Pursuant to Section 906 of the Saek-Oxley of Act of 2002
The following exhibits are incorporated by refereme attached herei

Registrant’s Certificate of Amendment of @idte of Incorporation, incorporated by referencéhe exhibit in the Registrant’s
Quarterly Report on Form -Q dated March 31, 2008, incorporated by referereceih.

Registrant’s Certificate of Incorporation, @mended, incorporated by reference to the like raweth exhibit in the Registrast’
Registration Statement on Form-2 under the Securities Act of 1933, as amended,Nril. 3:-7064(-NY.

Registrant’s Certificate of Amendment of Clegéite of Incorporation, incorporated by referericethe exhibit in the Registrast’
Proxy Statement on Form -A under the Securities Exchange Act of 1934, asnal®a, filed on June 22, 19¢

Registrant’s By-Laws, incorporated by refeeeticthe like numbered exhibit in the RegistraRt&gjistration Statement on Form 2B-
under the Securities Act of 1933, as amended ,Nrile3:-7064(-NY.

Stock Purchase Agreement dated as of January 14 2@ween Registrant and Daniel Levy and Josepmafeli ot
the Registra’s Annual Report on Form -K dated June 30, 2004, incorporated by referenosirne

Agreement with Steven J. Gilbert on the Regi¢'s Quarterly Report on Form ID-for the quarter ended March 31, 2(
incorporated by reference here

Letter of Acceptance, Waiver and Consentddategust 12, 2005 incorporated by reference onRégistrant’s report on Form 18-
dated August 12, 200

Leases for the Company’s Headquarters orR#mgistrant’s Annual Report on Form KOdated June 30, 2006, incorporatec
reference hereir

Investor Purchase Agreement (with Exhibitged April 25, 2007 on the Registrant’s ForrK 8lated April 25, 2007, incorporated
reference hereir
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10.10
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10.14

10.15
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Waiver of Registration Rights Agreement daddil 25, 2007 on the Registrant’s FornmK8dated April 25, 2007, incorporated
reference hereir

Letter from Prime Partners, Inc. dated ARE| 2007 on the Registrant’'s FornmK8dated April 25, 2007, incorporated by refere
herein.

Voting Agreement dated April 25, 2007 on the Regis’'s Form K dated April 25, 2007, incorporated by refereneeein.

Placement Purchase Agreement dated AugusRd®, on the Registrant's Formk8-dated August 20, 2007, incorporated
reference hereir

Debt Conversion Agreement dated August 087 Dn the Registrant’s Formk8dated August 20, 2007, incorporated by refer
herein.

Shareholder Agreement dated August 20, 2007 oRé&ugistrar’'s Form K dated August 20, 2007, incorporated by referdrerein

Registration Rights Agreement dated AugQs2R07 on the Registrant’s Fornk8dated August 20, 2007, incorporated by refer
herein.

Employment Agreement between the CompanyMictiael P. Ryan dated August 20, 2007 on the Regits Form 8K datec
August 20, 2007, incorporated by reference he

2007 Stock Incentive Plan adopted and aggor@t the July 19, 2007 Shareholder Meeting onRégistrant’s & dated July 2t
2007 incorporated by reference herein, which inomaged by reference Exhibit C of the Registra@efinitive Proxy Statement
Schedule 1-A filed on June 18, 200°

Offer of Settlement of Prime Capital Services, land Gilman Ciocia, Inc., incorporated by referenoethe exhibit in th
Registrar’'s Quarterly Report on Form -Q dated March 31, 2010, incorporated by referereeih.

Order Making Findings and Imposing Remedial SanstiBursuant to Section 8A of the Securities Act@83 and Sections 15
and 21(c) of the Securities Exchange Act of 193tbdrime Capital Services, Inc. and Gilman Ciobia,, incorporated by referer
to the exhibit in the Registre’s Quarterly Report on Form -Q dated March 31, 2010, incorporated by referemceih.

Code of Ethics for Senior Financial Officarsl the Principal Executive Officer of Gilman & €ia, Inc. on the RegistrastAnnua
Report on Form 1-K dated June 30, 2003, incorporated by referenoeirh:
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SIGN ATURES
Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Resyisthas duly caused this report tc
signed on its behalf by the undersigned, theredatp authorized.

GILMAN CIOCIA, INC.

Dated: September 28, 2011 By /s/ Michael Ryar
Chief Executive Office

Dated: September 28, 2011 By /s/ Karen Fishe
Principal Financial and Chief AccountiOfficer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpithe following persons on behall
the Registrant and in the capacities indicated28th day of September, 20!

s/ James Ciocia, Chairm:

/sl Edward Cohen, Directc

/sl Michael Ryan, Directo

s/ Nelson Obus, Directc

/sl Frederick Wasserman, Direcl

/sl John Levy, Directo

/sl Allan Page, Directo

/sl Michael Ryan, Chief Executive Offici

/sl Karen Fisher, Principal Financial and
Chief Accounting Office
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GILMAN CIOCIA, INC.

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page

Part Il Financial Information:

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Independent Registered Public Accourfdinm F-2
Consolidated Balance Sheets as of June 30, 201Jwad30, 201 F-3
Consolidated Statements of Operations for the Ifigears ended June 30, 2011 and June 30, F-4
Consolidated Statements of Sharehol' Equity for the fiscal years ended June 30, 2011Jame 30, 201 F-5
Consolidated Statements of Cash Flows for thelfigears ended June 30, 2011 and June 30, F-6
Notes to Consolidated Financial Statem F-8

All schedules are omitted because they are notcgipé or the required information is shown in @@nsolidated Financial Statements or
Notes theretc
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of Gilmarcia, Inc.
Poughkeepsie, New York

We have audited the accompanying consolidated balaheets of Gilman Ciocia, Inc. and subsidiargesfalune 30, 2011 and 2010 and
related consolidated statements of operationsgebbéters' equity and cash flows for the fiscal geamded June 30, 2011 and 2010. T
consolidated financial statements are the respibibsibf the Company's management. Our respongghi§ to express an opinion on th
consolidated financial statements based on outsaudi

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversightulo(United States). Thc
standards require that we plan and perform thet anidibtain reasonable assurance about whethdintgcial statements are free of mate
misstatement. An audit includes examining, on &ltesis, evidence supporting the amounts and disads in the financial statements.
audit also includes assessing the accounting piegiused and significant estimates made by maragems well as evaluating the ove
financial statement presentation. We believe thatadits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetaaeferred to above present fairly, in all materégpects, the financial position of Giln
Ciocia, Inc. and its subsidiaries at June 30, 241id 2010 and the results of its operations anch#s flows for the fiscal years ended Junt
2011 and 2010, in conformity with accounting prpies generally accepted in the United States.

/s/ Sherb & Co., LLF
Certified Public Accountant

New York, New York
September 28, 2011
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GILMAN CIOCIA, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands)

June 30, 2011

Table of Content

June 30, 201(

Assets
Cash & Cash Equivalen $ 38 % 92¢
Restricted Cas 19C 19C
Marketable Securitie 1 5
Trade Accounts Receivable, N 2,38i 2,421
Receivables From Employees, ! 1,09¢ 1,28¢
Prepaid Expense 332 28t
Other Current Assets 11¢ 20¢
Total Current Assets 4,50¢ 5,32¢
Property and Equipment (less accumulated depreni
of $6,944 in 2011 and $6,593 in 20: 99t 1,304
Goodwill 4,01z 4,11¢
Intangible Assets (less accumulated amortizatio8p852
in 2011 and $7,603 in 201 5,18¢ 4,54
Other Assets 291 447
Total Assets $ 1499 $ 15,73¢
Liabilities and Shareholders' Equity
Accounts Payable ($4 are valued at fair value a¢ B0, 201:
and 2010 $ 1,9% % 1,58¢
Accrued Expense 1,44¢ 1,73¢
Commissions Payab 2,62¢ 2,93¢
Current Portion of Notes Payable and Capital Le 1,28¢ 53¢
Deferred Incom« 217 88
Due to Related Parties 203 49
Total Current Liabilities 1,77 6,93
Long Term Portion of Notes Payable and Capital ke 2,531 2,957
Long Term Portion of Related Party No 1,111 1,38t
Other Long Term Liabilities 1,044 25C
Total Liabilities 12,46¢ 11,52«
Shareholders' Equity
Preferred Stock, $0.001 par value; 100 shares anéth none issue - -
Common Stock, $0.01 par value 500,000 shares ar#pr96,88%
and 96,287 shares issued at June 30, 2011 a4 @B&pectivel 96¢ 963
Additional Paid in Capite 36,56: 36,48
Accumulated Deficit (35,010 (33,239
Total Shareholders' Equity 2,521 4,211
Total Liabilities & Shareholders' Equity $ 1499C 15,73t

See accompanying Notes to Consolidated Financié®ents
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GILMAN CIOCIA, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

Fiscal Years Ended June 3C

2011 2010
Revenues
Financial Planning Servict $ 33,82¢ % 35,95¢
Tax Preparation and Accounting Fees 7,655 7,344
Total Revenues 41,48: 43,30(
Operating Expenses
Commission: 22,53: 24,10z
Salaries and Benefi 9,18¢ 8,71z
General & Administrative 4,601 5,071
Advertising 1,23t 1,314
Brokerage Fees & Licens 1,367 1,36(
Rent 2,72 2,752
Depreciation & Amortization 1,114 1,192
Total Operating Expenses 42,75¢ 44,50
Loss Before Other Income and Expense (1,276 (1,209
Other Income/(Expenses
Interest and Investment Incor 15 17
Interest Expens (4649) (48%)
Other Income, Net (46) 2
Total Other Income/(Expense) (49%) (43€)
Loss Before Income Taxe 2,777 (1,640
Income Tax Expense - -
Net Loss $ (1,77) $ (1,640
Weighted Average Number of Commor
Shares Outstanding:
Basic and Diluted Shart 96,70¢ 96,20:
Basic and Diluted Net Loss Per Share
Net Loss per Common She $ (0.02) $ (0.02)

See accompanying Notes to Consolidated Financié®ients

F-4




CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Balance, June 30, 2009

Net loss

Issuance of stock in connection with director
compensation and oth

Cancellation of Share

Balance, June 30, 2010
Net loss
Issuance of stock in connection with director

compensation and oth

Balance, June 30, 201

GILMAN CIOCIA, INC.

(in thousands)

Table of Content

Additional Total
Common Stock Paid in Accumulated Shareholder¢
Shares Amount Capital Deficit Equity

95,86¢ $ 95¢ $ 36,43 $ (31599 $ 5,79¢
- - - (1,640 (1,640

50C 5 57 - 62
(82 @ ®) - (6)
96,28 962 36,487 (33,239 4,211
- - - @,77)) @,77))

60C 6 75 - 81
96,887 $ 9%6¢ $ 36,56: $ (35,010 $ 2,521

See accompanying Notes to Consolidated Financié®ents
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GILMAN CIOCIA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash Flows From Operating Activities:
Net Loss

Adjustments to reconcile net income/(loss) to netash provided by/(used in) operating

activities:

Depreciation and amortizatic

Issuance of common stock for st-based compensation and ot
Loss on sale of offic

Allowance for doubtful accoun

Gain on fair value recognition on accounts pay:

Changes in assets and liabilities
Accounts receivabl

Prepaid and other current ass
Change in marketable securit

Other asset

Accounts payable and accrued expet
Deferred income

Net cash used in operating activities

Cash Flows From Investing Activities:

Capital expenditure

Cash paid for acquisitions, net of cash acquiretdebt incurret
Receivables from employe

Proceeds from sale of offic

Due from office sales

Net cash used in investing activities

Cash Flows From Financing Activities:
Proceeds from other loa

Proceeds from notes payal

Proceeds from related parti

Payments of bank loans and other lo
Payments to related parties

Net cash provided by financing activities

Net change in cash and cash equival
Cash and cash equivalents at beginning of fisca ye
Cash and cash equivalents at end of fiscal year

Table of Content

Fiscal Years Ended June 3C

2011 2010
$ L77) $ (1,640
1,114 1,192

81 62

82 E

18¢ 99

(10) 17

(13€) (215)

C) (129)

3 13

27 -

(447) 35¢

13C (22)

(747) (296)

(26) (83)

(358) (516)

21F (340)

10C s

58 15

)] (927)

411 467

1,40C 2,217

274 47¢
(1,481) (718)
(394) (822)

21C 1,627

(545) 39¢

92¢ 52¢

$ 38 $ 92¢

See accompanying Notes to Consolidated Financat®ients and supplemental disclosures to Consedidat

Statements of Cash Flows.
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GILMAN CIOCIA, INC.
SUPPLEMENTAL DISCLOSURE TO CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Fiscal Years Ended June 3C

2011 2010

Cash Flow Information
Cash payments during the year

Interesi $ 48¢ 3 39¢€

Taxes $ - % -
Supplemental Disclosure of No-Cash Transactions
Issuance of common stock for services, inteand othel $ 30 % 30
Equipment acquired under capital lea $ - 0% 4
Fair value recognition on legacy accounts pay $ (39 % a7)

F-7




Table of Content

GILMAN CIOCIA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED JUNE 30, 2011 AND 2010

1. ORGANIZATION AND NATURE OF BUSINESS

Gilman Ciocia, Inc. (together with its wholly ownedlibsidiaries, “we”, “us”, “our” or the “Company'yas founded in 1981 and
incorporated under the laws of the State of Delawa¥e provide federal, state and local tax prdafaraervices to individuals, predominai
in the middle and upper income tax brackets, adiogrservices to small and midsize companies amahfiial planning services, includ
securities brokerage, investment management sspvicgurance and financing services. As of June28@1, we had 27 compaiywnec
offices operating in three states (New York, Newsdg, and Florida) and 38 independently operatéidesf providing financial plannir
services in 11 states.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying Consolidated Financial Statenfeais been prepared in accordance with accountingiples generally accepted in
United States of America. The Consolidated FirainStatements include the accounts of the Compandyadl wholly owned subsidiari
from their respective dates of acquisition. Allrgfgcant inter-company transactions and balancee lheen eliminated.

Reclassifications
Where appropriate, prior years financial statemesftect reclassifications to conform to the cutrgear presentation.
Use of Estimates

The preparation of financial statements in conftymaith generally accepted accounting principleguiees management to make estim
and assumptions that affect the reported amounésséts and liabilities and disclosure of contihgessets and liabilities at the date of
financial statements and the reported amountsw#mges and expenses during the reporting periothalcesults could differ from the
estimates. Furthermore, the Company, including wlolly owned subsidiary Prime Capital Services,. If®CS"), has been named ¢
defendant in various customer arbitrations. Thdaens result from the actions of brokers affiliateith PCS. In addition, under the P
registered representatives contract, each regiktesgresentative has indemnified us for these daiiie have established liabilities
potential losses from such complaints, legal astiogovernment investigations and proceedings. babéishing these liabilities, o
management uses its judgment to determine the pitdpdhat losses have been incurred and a redderestimate of the amount of losses
making these decisions, we base our judgments orkmawledge of the situations, consultations wiglgdl counsel and our histori
experience in resolving similar matters. In manydaits, arbitrations and regulatory proceedingss ihot possible to determine whethi
liability has been incurred or to estimate the amiaaf that liability until the matter is close tesolution. However, accruals are revie
regularly and are adjusted to reflect our estimafehe impact of developments, rulings, adviceadinsel and any other information pertir
to a particular matter. Because of the inhererficdity in predicting the ultimate outcome of legald regulatory actions, we cannot pre
with certainty the eventual loss or range of lagated to such matters. If our judgments proveddneorrect, our liability for losses a
contingencies may not accurately reflect actuadsesthat result from these actions, which coulderradty affect results in the period otl
expenses are ultimately determined. As of Jun€30], we accrued approximately $0.1 million forsthenatters. A majority of these clai
are covered by our errors and omissions insuraalieyp While we will vigorously defend ourselvestimese matters, and will assert insur:
coverage and indemnification to the maximum extargsible, there can be no assurance that theseitavasd arbitrations will not have
material adverse impact on our financial position.

Cash and Cash Equivalents
We consider all highly liquid investments with ariginal maturity of three months or less to be caghivalents. Cash equivalents incl

investments in money market funds and are statezbstt which approximates market value. Cash a¢dirmay exceed FDIC insura
limits. Restricted cash consists of deposits widaring organizations.
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Marketable Securities

Our shortterm investments consist of trading securities aredstated at quoted market values, with unrealigéds and losses reportec
investment income in earnings. During the fiscargeended June 30, 2011 and 2010 we recorded izectaains/(losses) from tradi
securities which we deemed immaterial. All sucing@and losses are calculated on the basis ofphefic-identification method. During tl
fiscal year ended June 30, 2011, we recognized ®ll®n in realized gains. Interest earned is umield in other income/(expense).
original cost included in the carrying value of ketable securities at June 30, 2011 is $2.2 thalisan

Securities sold, but not yet purchased, are stateguoted market values with unrealized gains arsdes reflected in the statement
operations. Subsequent market fluctuations of #@esisold, but not yet purchased, may require Ipasing the securities at prices that
differ from the market values reflected in the anpanying balance sheets. There was no liabilitybatiable to securities sold short, but
yet purchased, as of June 30, 2(

Trade Accounts Receivable, Net

Our accounts receivable consist primarily of ameuthie related to financial planning commissions tmd preparation and account
services performed. We record an allowance for tfaukaccounts based on managememstimate of collectibility of such trade and 18
receivables outstanding. The allowance for dodikdficounts represents an amount considered by reareag to be adequate to cc
potential losses, if any. The recorded allowanes $0.3 million at June 30, 2011 and $0.2 milliodwne 30, 2010. Bad debt expense
$0.2 million for the fiscal year ended June 30, 2@hd $0.1 million for the fiscal year ended Jufie 2010, and is included in general
administrative expense in the statements of omersiti

Property and Equipment

Property and equipment are carried at cost. Amounaisrred for repairs and maintenance are chargeapérations in the period incurr
Depreciation is calculated on a straight-line basisr the following useful lives:

Equipment 3-5 years
Furniture and Fixture 5-7 years
Leasehold Improvemen Shorter of useful life or lease tel
Software 2-5 years
Assets under Capital Lea 2-7 years

Gooduwill and Intangible Assets

Goodwill and other intangibles, net relates to @eguisitions accounted for under the purchase rdethtangible assets include covenants
to compete, customer lists, goodwill, independeont@ctor agreements and other identifiable intalegiassets. Goodwill represe
acquisition costs in excess of the fair value dftaagible and identifiable intangible assets agli Goodwill and certain indefinitered
intangibles are tested for impairment at least alipuunless circumstances dictate otherwise. Td8tng requires the comparison of carn
values to fair value and, when appropriate, reguttee reduction of the carrying value of impairesteds to their fair value. Separ¢
intangible assets that are not deemed to haveiimigelives will continue to be amortized over thaseful lives. Amortization of finite live
intangible assets is calculated on a straightiiass over the following lives:

Customer Listt 5-20 years
Brokel-Dealer Registratio 20 years
Non-Compete Contract 2-5 years
House Account 15 years
Administrative Infrastructur 7 years
Independent Contractor Agreeme 15 vyears
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Website Development and Internal Use Software Costs

We capitalized costs incurred in the applicatiomeligpment stage related to the development of abysite and our internal use softwar
the amount of $0.6 million. During the fiscal yearded June 30, 2011 and 2010 we incurred no toste application development st
related to the development of our website and otarmal use of software. Amortization expenseoimguted on a straighiie basis over
period of two to five years, the expected usefi@, land amounted to approximately $47.4 thousand$d®.3 thousand for the years er
June 30, 2011 and 2010.

Revenue Recognition

Company Owned OfficesWe recognize all revenues associated with inc@reteparation, accounting services and asset rearag fee
upon completion of the services. Financial plagrservices include securities and other transagtidhe related commission revenue
expenses are recognized on a trddes basis. Marketing revenue associated withymtosiles is recognized quarterly based on praat
levels. Marketing event revenues are recognizéideatommencement of the event offset by its cost.

Independent Offices We recognize 100% of all commission revenues aqmbreses associated with financial planning servioekiding
securities and other transactions on a tdate-basis. Our independent offices are indep#rmtractors who may offer other products
services of other unrelated parties. These sanfieesfare responsible for paying their own opetatexpenses, including payr
compensation for their staff.

Advertising Expense

The costs to develop direntail advertising are accumulated and expensed thgofirst mailing of such advertising. The costslevelop ta
season programs and associated printing and papts are deferred in the first and second fiscartgus and expensed in the third fi
quarter upon the first use of such advertisementise advertising programs. Other advertising tespciated with tax season are expens
incurred. Advertising expense was $1.2 million &id3 million for the years ended June 30, 20112010, respectively.

Interest Income/(Expense)

Interest expense relates to interest owed on dutr teerest expense is recognized over the pehiediebt is outstanding at the stated int:
rates (see Notes 11 and 15). Interest incomeegefaimarily to interest earned on bonds held eytitokereealer. Interest is recognized fr
the last interest payment date up to but not inothe settlement date of the sale.

Income Taxes

Income taxes have been provided using the liabitigthod. Deferred tax assets and liabilities aterdgned based on differences betweel
financial reporting and tax basis of assets artlliiies and are measured by applying estimatedrdtes and laws to taxable years in w
such differences are expected to reverse. Therddféax asset attributed to the net operatingel$smve been fully reserved, since we

yet to achieve recurring income from operatic

Stock-based Compensation

The fair value of each option is estimated on the @f grant based on the Black-Scholes optmitgng model utilizing certain assumptic

for a risk free interest rate; volatility; and egped remaining lives of the awards. The assumstised in calculating the fair value of share-
based payment awards represent managesmbest estimates, but these estimates involve enharncertainties and the applicatior
management judgment. As a result, if factors chaagd we use different assumptions, our stmmked compensation expense coul
materially different in the future. In additiongewvare required to estimate the expected forfeitate and only recognize expense for tl
shares expected to vest. In estimating our fanfeitate, we analyzed our historical forfeitureerdihe remaining lives of unvested options,

the amount of vested options as a percentagealfdptions outstanding. If our actual forfeitueger is materially different from our estim:

or if we reevaluate the forfeiture rate in the fetuthe stockbased compensation expense could be significaiffreht from what we han
recorded in the current period. For the fiscalrgeended June 30, 2011 and June 30, 2010 there ¥86.6 thousand and $32.2 thous
charge to earnings related to stock-option awaedgectively. See Note 13 for a discussion ofkstised compensation.
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Earnings (Loss) Per Share (“EPS”)

Basic EPS is computed using the weighted averaggweuof common shares outstanding during each ghe@ptions to purchase 3,097,
common shares at an average price of $0.16 peg shexe outstanding during fiscal 2011 and optionsurchase 2,618,098 common shar
an average price of $0.19 per share were outstgratiring fiscal 2010. These options to purchasemon shares were not included in
computations of diluted earnings per share bectmude so would be anti-dilutive.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, udéhg cash and cash equivalents, marketable sesjriaccounts receivable, nc
receivable, accounts payable and debt, approximfaied/alue as of June 30, 2011, because of thaively shortterm maturity of thes
instruments and their market interest rates.

Business Combinations

During fiscal 2011 we entered into one asset puwetagreement which include contingent considerdiased upon gross revenue genel
in future periods. At the time of acquisition wecognized a liability of $1.3 million representiranticipated future contingen
payments. During fiscal 2010 we entered into tvesed purchase agreements which include contingemgigderation based upon gr
revenue generated in future periods. At the tiheaguisition we recognized a liability of $0.3 huh representing anticipated futi
contingency payments. See Note 3.

Concentration of Credit Risk

Financial instruments that potentially subject ascbncentrations of credit risk consist of tradeereables. The majority of our tre
receivables are commissions earned from providingntial planning services that include securities{erage services and insurance
financing services. As a result of the diversitysefvices, markets and the wide variety of custeamee do not consider ourselves to have
significant concentration of credit risk.

Segment Disclosure
Management believes the Company operates as omeseg
Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standardsld8FASB”) amended its guidance related to Fair Value Measemémimendments
Achieve Common Fair Value Measurement and Discl&equirements in U.S. generally accepted accayiptimciples (“U.S. GAAP anc
the International Financial Reporting Standard&R$"), that results in a consistent definition of fair waland common requirements
measurement of and disclosure about fair value.nEweguidance clarifies and changes some fair vale@surement principles and disclo:
requirements under U.S. GAAP. Among them is tlaeifatation that the concepts of highest and bestand valuation premise in a fair ve
measurement should only be applied when measunéptr value of nonfinancial assets. Additionathye new guidance requires quantita
information about unobservable inputs, and disef the valuation processes used and narratigeriggions with regard to fair val
measurements within the Level 3 categorizatiorheffair value hierarchy. The requirements of themaed accounting guidance are effec
for us January 1, 2012 and early adoption is pitddb The adoption of the new accounting guidaacet expected to have a material im|
on our consolidated financial statements.

In December 2010, the FASB amended its guidaneateatto Step 1 of the goodwill impairment testrgporting units with zero or negat
carrying amounts. For those reporting units, aityeis required to perform Step 2 of the goodwitipairment test if it is more-likely-thanet
that a goodwill impairment exists. In determininbether it is more-likely-thanet that a goodwill impairment exists, considenatstould b
made as to whether there are any adverse quaditédistors indicating that an impairment may exighe requirements of the amen
accounting guidance are effective for us July 1,12@nd early adoption is prohibited. The adoptibnthe new accounting guidance is
expected to have a material impact on our congelitiinancial statements.

In December 2010, the FASB amended its guidaneg¢eetto business combinations entered into by &ty ¢imat are material on an individi
or aggregate basis. These amendments clarifyireiguidance that if an entity presents comparatimancial statements that includ:
material business combination, the entity shoustldse revenue and earnings of the combined agithough the business combination
occurred during the current year had occurred ahefbeginning of the comparable prior annual reépgrperiod. The amendments ¢
expand the supplemental pro forma disclosures ¢ttude a description of the nature and amount oferat nonrecurring pro forn
adjustments directly attributable to the businesslination included in the reported pro forma rexeand earnings. The requirements o
amended guidance are effective for us July 1, 241d. early adoption is permitted. This disclosunéy uidance will not have a matel
impact on our consolidated financial statements.
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All other new accounting pronouncements issuedniotityet effective or adopted have been deemedmbetrelevant to us, hence are
expected to have any impact once adopted.

3. ACQUISITIONS

Tax Practices

On December 17, 2010 we acquired the assets ofrtaoff Levy, Bengio & Co., PL (*HLB")a tax and accounting services firm.
purchase price is equal to a percentage of gragsue generated from the preparation of tax retantsaccounting services revenue f
existing clients generated during a five year mkri@ommencing on March 31, 2011 and eachli®pperiod thereafter, we will pay the se
an installment payment based on a percentage skgmvenues generated during the five year pefiied the closing date less all pr
payments received. In addition, the agreementided price reductions and price increases basedeeting or not meeting certain earr
requirement thresholds. A down payment of $80dusland was made. In accordance with the FASBhended guidance on busit
combinations we recorded a liability of $1.3 mitlicepresenting the future contingency payments ritext above. These anticipa
payments have been discounted at a per annumfra@%@ The final anticipated payments are subjeathange based on the actual g
revenues generated from this acquisition. Thenmssi reason for this acquisition is that HLB fit business model, has a sizeable client
for us to market financial products and we were ablmerge HLB into a pre-existing office withoidrsficant expense.

The following table summarizes the fair values gquiichase price allocation at the acquisition ddtéhe assets acquired (no liabilit
assumed) related to the acquisition made as of 30n2011.

As of Acquisition
(in thousands Date

Property and equipme $ 20
Customer lists 1,272
Total net identifiable assets $ 1,292
Consideration transferre $ 80
Future estimated consideration 1,212
Total consideration $ 1,292

The total cost related to this acquisition wasudeld in the Consolidated Statement of Operationerugeneral and administrative expe!
and was $13.0 thousand.

Revenues and net loss of HLB for fiscal 2011 tat&#6.7 million and $(0.1) million, respectively fire period from acquisition date throt
June 30, 2011.

The following table provides unaudited pro formaulés of operations as if the HLB acquisition hadwred on July 1, 2009. The unaud
pro forma results were prepared using H&Rurrent and prior year financial information, leefing certain adjustments related to
acquisition, such as the elimination of select moarring charges, and changes to administrativerdat and depreciation and amortize
expenses. These pro forma adjustments do notdechmy potential synergies related to combininghthginesses. Accordingly, such
form operating results were prepared for compagapurposes only and do not purport to be indicativerhat would have occurred had
acquisition been made as of July 1, 2009 or ofltesluat may occur in the future.

As of June 30,

(in thousands 2011 2010
Net sales $ 42,15 % 44,68"
Net loss $ (1,729 $ (1,620
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During fiscal 2010, we entered into asset purchageeements to purchase two tax preparation, adogurand financial plannir
businesses. In each case, the purchase pricaeasteca percentage of gross revenue generatedtfrempreparation of tax returns, accoun
services and financial planning revenues from tdigyenerated during a five year period. Commenoimgfiarch 31, 2010 and each 88y
period thereafter, we will pay the sellers an ilstant payment based on a percentage of gross uegegenerated during a five year pe
after the closing dates less all prior payment®ived. In accordance with the FASBamended guidance on business combinatior
recorded a liability of $0.3 million representiniget future contingency payments described abovesdlanticipated payments have t
discounted at a per annum rate of 10%. The finitipated payments are subject to change basé#ukecactual gross revenues generated
these acquisitions.

During fiscal 2009 and 2008, we entered into apsethase agreements to purchase six tax preparaeounting and financial planni
businesses. In each case, the purchase priceas$tequ percentage of gross revenue generatedtfremreparation of tax returns, accoun
services and financial planning revenues from tdigrenerated during a one to five year period. @encing on the first quarter end after
acquisition date and each @@y period thereafter, we will pay the sellers astallment payment based on a percentage of gesesiue
generated during a one to five year period afterdbsing dates less all prior payments receivBdyments made as of June 30, 2011 tc
$1.6 million in the aggregate. No liability willebrecorded until the contingency is determinablgohd a reasonable doubt. Based o
estimate of these future revenues, we expect wiehaile a contingent liability of $0.1 million, selgf to change based on actual fu
revenues earned.

Acquisitions are accounted for under the purchas¢hod of accounting. Purchase prices have beeonatdid to the acquired assets
liabilities based on their respective fair valuestbe dates of the acquisition. The purchase priceexcess of the fair values of net as
acquired are classified as goodwill in the Consiéd Balance Sheets. Sales and net income have ibeleded in the Consolidat
Statements of Operations from the respective daftesquisition. Customer lists are amortized cstraightline basis generally over a n
year period

Financial Planners

During fiscal 2011 and 2010, we entered into sdvarancial planner employment agreements. As phthe agreements we provided t
loans to these financial planners in the amoudOof million in fiscal 2011 and $0.2 million in éal 2010. Consistent with industry pract
some of these loans will be forgiven if the finadcplanner meets certain predetermined productésgets and/or length of serv
commitments.

4. BUSINESS COMBINATIONS AND SOLD OFFICES

On November 1, 2010 we sold the assets of one ofaouand financial planning offices for $0.2 nati of which $0.1 million was paid
November 19, 2010. The remaining balance was gaiithg fiscal 2011

On February 1, 2008 we sold one of our tax prefarand financial planning offices for $0.2 millioWe received a promissory note for
entire amount to be financed over 60 months. T is nonnteresting bearing and has been recorded witt0% ®iscount rate. Tl
balance of the note at June 30, 2010 was approgiyn$0.2 million. On August 1, 2010 we enterediah asset purchase agreement fol
same office. The purchase price is made up offdigiveness of the balance of the current promissmte and payments equal to tr
previously paid by the seller. These paymentdased on a percentage of gross commissions eayribd beller.

5. RECEIVABLES FROM EMPLOYEES, NET

We provide loans to our employees as a way tocatttaw financial planners. Most financial plannds not earn salaries or receiv
minimal base salary, consistent with industry pcact We provide these loans as a means by whigHitlancial planners can receive ¢
prior to building their book of business. Congistevith industry practice, some of these loans dlforgiven if the financial planner me
certain predetermined production targets and/atkenf service commitments.

Receivables from employees and independent registepresentatives consist of the following:

As of June 30,
(in thousands 2011 2010
Demand loans from employees and
independenregistered representativ $ 2,060 $ 2,27¢
Less: Allowance (977) (98¢)
Total $ 1,09 $ 1,28¢
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6. PROPERTY AND EQUIPMENT, NET

Major classes of property and equipment consist@following:

As of June 30,

(in thousands 2011 2010

Equipment $ 3,85: % 3,81¢
Furniture and Fixture 1,60¢ 1,60:
Leasehold Improvemen 1,82¢ 1,82
Software 652 652
Property and Equipment at Cost 7,93¢ 7,891
Less: Accumulated Depreciation and Amortization (6,949 (6,599
Property and Equipment, Net $ 99t § 1,304

Property and equipment under capitalized leasesd@smillion at June 30, 2011 and at June 30, 28tBumulated amortization relatec
capitalized leases was $2.7 million at June 301291d $2.6 million at June 30, 2010. Depreciatrpense for property and equipment
$0.4 million for the fiscal year ended June 30,2@md $0.5 million for the fiscal year ended JuBeZ®10.

7. GOODWILL

Goodwill, net, included on the balance sheets w8 fhillion at June 30, 2011 and $4.1 million ate€JB80, 2010. Our goodwill at June
2011 consistsnostly of goodwill related to the acquisitions &%, Prime Financial Services, Inc. ("PFS") and Assel Financial Plannin
Ltd. (*"AFP”) completed during or prior to the fidggear ended June 30, 1999, which was accounteghfder the purchase method.

The impairment testing for goodwill, which has adéfinite life, was performed during the fourth gea of fiscal 2011 and 2010 using fut
discounted cash flows and a market value approadhitavas determined that no adjustment to goodmals required in fiscal 2011 and 20

A reconciliation of the change in the carrying \eabf goodwill for the fiscal years ended June 31,22and 2010 is as follows (in thousands):

Balance at June 30, 20 $ 4,02¢
Adjustment to purchasing accounting (1) 87
Balance at June 30, 20 4,11¢
Adjustment to purchasing accounting 16
Adjustment for sale of office (120
Balance at June 30, 2011 $ 4,01z

(1) During fiscal 2008 and 2009, we purchasedabqireparation and accounting practices. Initimtpase prices are adjusted based on
contingency payments made subsequent to the drjgimehase date. See Note 3 on Acquisitions.
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8. INTANGIBLE ASSETS

During the fiscal years ended June 30, 2011 an®,2@8® recorded aggregate intangible assets valué&i.& million and $0.5 millio
respectively, in connection with acquisitions whiagire accounted for under the purchase methodringdiscal 2011, we sold an offi
resulting in a disposal of $0.1 million of intankglassets.

Intangible assets consist of the following:

As of June 30,

(in thousands 2011 2010

Customer List: $ 8,451 $ 7,06¢
Brokel-Dealer Registratio 10C 10C
Non-Compete Contract 77¢ 77<
House Account 60C 60C
Administrative Infrastructur 50C 50C
Independent Contractor Agreements 3,10( 3,10(
Intangible Assets at Cos 13,53¢ 12,14¢
Less: Accumulated Amortization (8,352 (7,609
Intangible Assets, Net $ 518/  $ 4,54

Amortization expense for the fiscal years ended R0 2011 and 2010 was computed on a strdiighthasis over periods of two to 20 ye
and amounted to $0.8 million for the fiscal yeadet June 30, 2011 and $0.7 million for the fiscahryended June 30, 2010. Anr
amortization expense will be approximately $0.8lionl for each of the next three years, $0.7 millfonyear four and $0.6 million for ye
five.

As required, we performed the fair value impairmigsts during the fiscal years ended June 30, 20812010. Fair value was determi
based on recent comparable sales transactionsuaur@ £ash flow projections. As a result, we reéoggh no impairment loss in fiscal 2C
and 2010.

9. FAIR VALUE MEASUREMENTS

Valuation techniques for fair value are based upbservable and unobservable inputs. Observablasnetiect market data obtained fr
independent sources, while unobservable inputeaefiur best estimate, considering all relevamrimftion. These valuation techniq
involve some level of management estimation angrjueht. The valuation process to determine faire/allso includes making appropri
adjustments to the valuation model outputs to amrgiisk factors.

The fair value hierarchy of our inputs used in de¢ermination of fair value for assets and liaigifitduring the current period consists of |
levels. Level 1 inputs are comprised of unadjustpebted prices in active markets for identicaletésr liabilities at the measurem
date. Level 2 inputs include quoted prices forilsiminstruments in active markets; quoted prices ilentical or similar instruments
markets that are not active; inputs other thanepiprices that are observable for the asset aitityaland inputs that are derived principe
from or corroborated by observable market datadsyetation or other means. Level 3 inputs incorpoaur own best estimate of what ma
participants would use in pricing the asset oriligtat the measurement date where consideratiaivien to the risk inherent in the valua
technique and the risk inherent in the inputs ® todel. If inputs used to measure an asset bitityafall within different levels of th
hierarchy, the categorization is based on the loves®l input that is significant to the fair valmeeasurement of the asset or liability.

assessment of the significance of a particulartinputhe fair value measurement in its entiretyuiegs judgment, and considers fac
specific to the asset or liability.

We have significant legacy accounts payable bakatit are at least four years old and that weebelwill never require a financial paym
for a variety of reasons. Accordingly, we optedut® the cost approach as our valuation technigueetsure the fair value of our leg
accounts payable. Based on historical payoutsave lestablished an estimate of fifteen cents omdfiar on these legacy balances tha
would potentially pay out. The income recordedmiyifiscal 2011 and fiscal 2010 was $38.8 thousamdi $16.6 thousand, respectively ar
recorded in other income, net on our Consolidatatefhent of Operations.
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The following table sets forth the assets and liiéds as of June 30, 2011 which are recorded erb#lance sheet at fair value on a recu
basis by level within the fair value hierarchy. #sgjuired, these are classified based on the loleest of input that is significant to the f
value measurement:

Quoted Prices in Acti\

(in thousands Markets for Identica Significant Unobservah
Description Total Fair Value of Liabilit Assets (Level 1 Inputs (Level 3

Cash equivalent $ 191 % 191 % =
Marketable securitie $ 1$ 1$ -
Accounts payable greater than 4 years $ 4% -$ 4

Cash and cash equivalents of $0.6 million includemey market securities of $0.2 million. The camgyvalue of our cash and c:
equivalents, accounts payable and other currebtlilias approximate fair value because of theiorstterm maturity. All of our othe
significant financial assets, financial liabilitieaad equity instruments are either recognized sla$ed in the consolidated financial staternr
together with other information relevant for makiageasonable assessment of future cash flowsestteate risk and credit risk. Wh
practicable the fair values of financial assets faimahcial liabilities have been determined anctidised; otherwise only available informat
pertinent to fair value has been disclosed.

10. ACCRUED EXPENSES
Accrued expenses consist of the following:

As of June 30,

(in thousands 2011 2010

Accrued compensatic $ 307 $ 284
Accrued bonu: 121 10¢€
Accrued related party compensation and bc 69 62
Accrued vacatiot 157 157
Accrued settlement fet 57 61€
Accrued audit fees & tax fet 14: 19¢
Accrued interes 89 11C
Accrued othe 18t 162
Accrued acquisition 31¢ 38
Total Accrued Expenses $ 1,44¢ $ 1,73¢

11. DEBT AND CAPITAL LEASE OBLIGATIONS

As of June 30,

(in thousands 2011 2010
Private Offering Notes (z $ 2,652 % 2,90z
2011 Notes (b 70C -
Note Payable for Insurance | 29 21
Capitalized Lease Obligations (d) 44E 572
Total 3,82¢ 3,49¢
Less: Current Portion (1,289 (538
Total $ 2531 $ 2,957

(&) On October 31, 2008 we commenced the Gilmani€i@ommon Stock and Promissory Note Offerirgprivate offering of our securiti
pursuant to SEC Regulation D (the “2008 OfferingThe 2008 Offering was amended on December 8, 2888tember 3, 2009, Decem
16, 2009, February 11, 2010, March 29, 2010 and B13y2011. The securities offered for sale in2068 Offering, as amended were: ¢
million of notes with interest at 10% (the “2008 t&g") and $0.4 million, or 3.5 million shares of our $D8ar value common stock witl
price of $0.10 per share (the “SharesAs of June 30, 2011, $3.3 million of the 2008 Naes outstanding and due July 1, 2012 (inclusi
$848.0 thousand in related party, see Note 15))b%06.2 million of the 2008 Notes are outstandamgl due July 1, 2011, which were paic
July 1, 2011 and $0.1 million, or 1.0 million sh&ref our common stock were issued pursuant t@@8& Offering.
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On January 27, 2009, Carole Enisman, Executive Wimsident of Operations purchased a $170.0 thdukkte of the $3.8 million
Notes. On November 24, 2009 Ms. Enisman purchaseaflditional $40.0 thousand Note and Michael Ripaasident and Chief Execut
Officer purchased a $38.0 thousand Note of the 88li&n Notes. The Notes with Ms. Enisman wereeahed on March 2, 2010 extenc
the due date to July 1, 2011 and was again amemadday 31, 2011 extending the due date to July0122 The Note with Mr. Ryan w
amended on April 19, 2010 extending the due datiulp 1, 2011and was also amended on May 31, 2QtEhding the due date to July
2012. On December 3, 2008 and August 19, 200@gethusts, of which James Ciocia, Chairman of tbar® is a trustee, purchasec
aggregate of $0.6 million of Notes of the $3.8 ioill of the Notes. The Notes with the three trugtse amended on April 19, 2010 extenc
the due date to July 1, 2011 and was also amendaéday 31, 2011 extending the due date to July 1220rhe Carole Enisman, Mich
Ryan and James Ciocia as trustee purchases whiohréto $848.0 thousand are included in relatety phabt.

(b) On June 10, 2011, we commenced the Gilman €i§6i9 million Promissory Note Offering, a privaifering of our debt securiti
pursuant to SEC Regulation D (the"2011 OfferingThe securities offered for sale in the 2011 Offgrivere $0.9 million of promissory no
with interest payable at 10.0% (the “2011 Noteds'he 2011 Notes are collateralized by a securitgrégt in our gross receipts from
preparation of income tax returns received by asyfdanuary 1, 2012 through June 30, 2012 (the “Zb8s Receipts”)The principal of th
2011 Notes will be paid to the Note holders from #2012 Gross Receipts on March 15, April 15, Mayalts June 15, 2012, with the bale
of principal, if any, paid July 1, 2012. On Jur@ 2011 $0.7 million of the 2011 Notes was outsitagdecured by an 18% interest in
2012 Gross Receipts. The 2011 Offering was ine&s $1.3 million on July 13, 2011. On July 2612 the entire $1.3 million 2011 No
were outstanding secured by a 25% interest in € Zross Receipts.

(c) We have historically financed our insurancenitens over a short-term period of time.

(d) We are the lessee of certain equipment ancihedd improvements under capital leases expiringutih 2014. The assets and liabili
under capital leases are carried at the lowereptiesent value of minimum lease payments or thenfarket value of the asset. The asset
depreciated over the shorter of their estimatefluiBees or their respective lease terms. Deptamieof assets under capital leases is incl
in depreciation expense.

On November 8, 2010, we commenced the Gilman Ci$08i& million Promissory Note Offering, a privatéfening of our debt securiti
pursuant to SEC Regulation D (the “2010 OfferingThe securities offered for sale in the 2010 Offgnmere $0.5 million of promissa
notes with interest payable at 10.0% (the “2010eN9t The 2010 Notes were collateralized by a securitgrést in our gross receipts fr
the preparation of income tax returns receivedfram January 1, 2011 through June 30, 2011 @B&1 Gross Receipts”)The principal ¢
the 2010 Notes was to be paid to the Note holdera the 2011 Gross Receipts on March 15, AprilM&ay 15, and June 15, 2011, with
balance of principal, if any, paid July 1, 2011heT2010 Offering was increased to $0.6 million ac&mber 13, 2010 and to $0.7 millior
January 25, 2011. During May 2011 the 2010 Noteeypaid in full.

Minimum future lease payments under capital leasssf June 30, 2011 are as follows:

(in thousands) Minimum Future
For Fiscal Years Ende Lease Payments

201z 50&
201: 36
201¢ 11
Total 552

Less amount representing

finance charge (107)

Present value of net

minimum lease payments $ 44%

Capital equipment leases have the lease rate féittance charge) built into the monthly installnhend range from 6.3% to 36.8%.
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Debt Maturities — Notes Payable and Related Party dtes

The stated maturities of all long-term debt, in@hgdcapital lease obligations and related partgsatue after June 30, 2011 are as follows:

(in thousands

For Fiscal Years Ende( Matures
201z 1,492
201z 3,63¢
201¢ 11C

$ 5,14(

Note: This Debt Maturities schedule reflects thetcactual payment terms of the debt maturii

12. COMMITMENTS AND CONTINGENCIES

Leases

We are obligated under various ncemncelable lease agreements for the rental ofeofffrace through fiscal 2017. The lease agreeme
office space contain escalation clauses basedijpgilhcupon real estate taxes, building maintenaar utility costs.

The following is a schedule by fiscal year of figuminimum rental payments required under operdéages as of June 30, 2011

(in thousands) Minimum Rental
For Fiscal Years Ende Payments
201z % 2,307
201: 1,74
201¢ 1,01¢
201¢ 87¢€
201¢ 46C
Thereafte 13t
Total $ 6,537

Rent expense from operations for both fiscal yeaed June 30, 2011 and 2010 was $2.7 million 2r&irillion, respectively.
Professional Liability or Malpractice Insurance

We maintain an "Errors and Omissions" insurancé&pdor our securities business. Although we bedieve comply with all applicable la
and regulations in all material respects, no asgraan be given that we will not be subject tdgssional liability or malpractice suits.

Contingent Consideration

We entered into several asset purchase agreenvemts) include contingent consideration based upmsg revenue generated in fu
periods. For those asset purchase agreements prniade¢o July 1, 2009, no liability will be recordeuntil the contingency is determina
beyond a reasonable doubt. See Note 3 for a digeusf acquisitions.

Clearing Agreements

We are party to clearing agreements with unaféliatorrespondent brokers, which in relevant patesthat we will assume custor
obligations in the event of a default. At June 2011, the clearinghouse brokers held approxima$@ly2. million of cash as a depc
requirement, which is included in current assettherbalance sheet at June 30, 2011 as a redtetamounts due to such brokers.
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Net Capital Requirements

PCS is subject to the SEC's Uniform Net CapitaleRlbc 31, which requires that PCS maintain minimum reguiainet capital of $0
million and, in addition, that the ratio of aggrég@ndebtedness to net capital, both as definaal| sBbt exceed the greater of 15 to 1. A
June 30, 2011, we were in compliance with thesalatigns.

Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, PCS executesgeast, transactions on behalf of customers. Thetéties may expose us to risk in
event customers, other brokers and dealers, baspasdories or clearing organizations are unablilfdl their contractual obligations. W
continuously monitor the creditworthiness of custosnand third party providers. If the agency tratisas do not settle because of failur
perform by either the customer or the counter psytPCS may be obligated to discharge the obligatidhe nonperforming party and, as
result, may incur a loss if the market value ofdkeurity is different from the contract amountla# transactions.

Litigation

On June 30, 2009, the SEC executed an Order hisgitAdministrative and Cease-And-Desist Proceedliftige “Instituting Order”Pursuar
to Section 8A of the Securities Act, Sections 1%(MJ 21(c) of the Exchange Act, and Section 20#(fhe Investment Advisors Act of 19
(the “Advisors Act”) against the Company, PCS, MiehP. Ryan, the Company’s President and CEO (“Ry&vose M. Rudden, the Ch
Compliance Officer of PCS (“Ruddengnd certain other current and former Company engdagpresentatives registered with PCS
“Representatives”)The Instituting Order alleged that the Company, RD8 the Representatives engaged in fraudulens sdil@ariabl
annuities to senior citizens and that Ryan, Ruddehtwo of the Representatives failed to supentisesariable annuity transactions.

The Instituting Order alleged that PCS willfullyngaged in fraudulent conduct in the offer, purchase sale of securities; failed to make
keep current certain books and records relatiritstbusiness for prescribed periods of time; anlédareasonably to supervise with a viev
prevent and detect violations of the federal séiesrstatutes, rules and regulations by the Reptathees.

The Instituting Order alleged that the Company @jaddetted and caused PCS to engage in fraudweduct in the offer, purchase and :
of securities.

The Instituting Order alleged that Ryan, Rudden @l of the Representatives failed reasonably pestse with a view to preventing &
detecting violations of the federal securitiesigt, rules and regulations by the Representatives.

The Instituting Order alleged that four of the Regmntatives willfully: engaged in fraudulent condirc the offer, purchase and sale
securities; and aided, abetted and caused PC$ to keep current certain books and records medatod its business for prescribed perioc
time.

Hearings were held before an Administrative Lawgiidommencing on December 1, 2009 and ending Jat6a2010. On March 16, 20:
the SEC approved the Offer of Settlement by the gy and PCS regarding the Instituting Order (tBettlement”). The SEC executed
Order Making Findings and Imposing Remedial Sansti®ursuant to Section 8A of the Securities Actties 15(b) and 21(c) of t
Securities Exchange Act, and Section 203(f) ofitivestment Advisers Act of 1940 as to the ComparyRCS (the “Settlement Order”).

A settlement was not reached with the SEC by RRailden and the Representatives.

Except as to the SE€jurisdiction over them and the subject mattethef Instituting Order, the Company and PCS agredtid Settleme
without admitting or denying the findings containiedthe Settlement Order. The Company and PCSechmssettle to avoid costly a
protracted litigation.

Under the terms of the Settlement, the Company R@G8 agreed to certain undertakings including retgimn Independent Compliar
Consultant to conduct a comprehensive review df theervisory, compliance and other policies, picas and procedures related to vari
annuities. On October 20, 2010, the Independenifliance Consultant submitted his report of recomaa¢ions to the SEC, which are be
implemented by PC3As of July 29, 2011, Asset & Financial PlanningglL-tour wholly owned registered investment advadssidiary, ha
completed and implemented recommendations 36 tstéd in the Independent Compliance Consultaepent of recommendations.

In addition, the Company and PCS consented toinestanctions pursuant to Section 8A of the Seasrifict and Sections 15(b) and 21(c
the Exchange Act. PCS shall cease and desist émmmitting or causing any violations and any futui@ations of Section 17(a) of t
Securities Act and Sections 10(b), 15(c) and 1@{ahe Exchange Act and Rules 10b-5 and 2#hereunder. The Company shall cease
desist from committing or causing any violationsl @my future violations of Section 17(a) of the @é®s Act and Sections 10(b) and 1!
of the Exchange Act and Rule 10b-5 thereunder. &@Bthe Company were censured.
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PCS agreed to pay disgorgement of $97,389 andduejant interest of $46,874, for a total paymen$bd4,263 within twenty (20) da
from the issuance of the Settlement Order, whick paid on March 29, 2010. The Company agreed yocipd penalties of $450,000 a
disgorgement of $1.00. Payment of the civil peealby the Company shall be made in the followingtdllments: $53,824 was to be |
within twenty (20) days of the issuance of the IBatent Order and was paid on March 29, 2010; $B8y@as to be paid within 180 d:
from the issuance of the Settlement Order; and $B33is to be paid within 364 days from the isseaotthe Settlement Order, with post-
judgment interest due on the second and third linsgtats. $100,000 of the second installment wad pa September 15, 2010 with
balance of $98,088 paid on October 12, 2010. &tepayment has resulted in the SEC acceleratsthitd installment, which was paid
December 31, 2010 including interest in the amadiasipproximately $8.0 thousand.

On June 25, 2010, the Administrative Law Judge edsan Initial Decision concerning Ryan, Rudden &mel Representatives. 1
Administrative Law Judge ordered that Ryan and Ruadeach pay a civil money penalty of $65,000. Iditamh, the Administrative La
Judge ordered that Ryan and Rudden are prohibited $erving in a supervisory capacity with any lemgpldealer, or investment adviser v
the right to reapply after one year. The initis#¢dision became effective on August 5, 2010. Onustd.1, 2010, our Board of Direct
adopted a resolution agreeing to indemnify RyanRndden for the $65,000 civil money penalties.

Michael Ryan will continue to serve as the Presiderd CEO of the Company. To insure that Mr. RgaBs not violate the supervis
restrictions contained in the Initial Decision, oBoard of Directors have imposed a restriction tpethibits him from exercising a
supervisory authority over PCS and AFP activitiesP&€S and AFP representatives, including our engasyin their capacity as P
representatives. Our Board of Directors has dédelggo Carole Enisman, Executive Vice PresidenODpkrations, any issue that cc
potentially impact the conduct or employment of @SPor AFP registered representative in his or lapacity as a PCS or AFP registe
representative. Ms. Enisman has been instructedntith respect to any such issue, she reportsit@oard of Directors, and not to Mr. Ry
as President of Gilman Ciocia, Inc.

The Administrative Law Judge ordered that the Regmeatives disgorge commissions earned and paynodriey penalties. In addition, 1
Administrative Law Judge ordered that each of thepr@sentatives is barred from association with broker, dealer, or investme
adviser. Two of the Representatives have filed@peal of the Initial Decision staying their séoes pending the appeal. Their appeals "
heard by the SEC on August 24, 2011 and a findbecwill be issued by the SEC.

The Company and PCS are defendants and resporiddatssuits and FINRA arbitrations in the ordinaryurse of business. As such,
have established liabilities for potential lossesnt such complaints, legal actions, investigatiansl proceedings. In establishing tt
liabilities, our management uses its judgment ttemheine the probability that losses have been mecuand a reasonable estimate of
amount of the losses. In making these decisionshase our judgments on our knowledge of the siinaticonsultations with legal cour
and our historical experience in resolving simitaatters. In many lawsuits, arbitrations and reguaiproceedings, it is not possible
determine whether a liability has been incurredooestimate the amount of that liability until theatter is close to resolution. Howe\
accruals are reviewed regularly and are adjusteeflect our estimate of the impact of developmentkngs, advice of counsel and any o
information pertinent to a particular matter. Besa of the inherent difficulty in predicting thetimlate outcome of legal and regulat
actions, we cannot predict with certainty the emahtoss or range of loss related to such mattemur judgments prove to be incorrect,
liability for losses and contingencies may not aately reflect actual losses that result from thest@ons, which could materially affect res
in the period other expenses are ultimately detezthiWe accrued $0.1 million as a reserve for pgatesettiements, judgments and awarc
June 30, 2011. PCS has errors and omissions @evéhat will cover a portion of such matters. Irditidn, under the PCS registe
representatives contract, each registered repaagsants responsible for covering awards, settlememd costs in connection with th
claims. While we will vigorously defend our self ihese matters and will assert insurance coveradeiralemnification to the maximt
extent possible, there can be no assurance tred thesuits and arbitrations will not have a matexdverse impact on our financial position.

13. EQUITY COMPENSATION PLANS
Stock Option Agreements and Stock Option Plans

Prior to June 30, 2007, we adopted and the shatetsohad approved various stock option plans cogeti6é million shares of stock isst
pursuant to such plans. We granted stock optimesrployees, directors and consultants pursuantteidual agreements or to our incen
and non-qualified stock option plans. In additinem time to time, we issued, and in the future mesue additional nogualified option
pursuant to individual option agreements, the teofmhich vary from case to case. We maintain résaf option grants by year, exerc
price, vesting schedule and grantee. In certaieag estimated, based on all available informatio® number of such options that w
issued pursuant to each plan. The material ternssaif option grants vary according to the discretibthe board of directors.
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On July 19, 2007 the shareholders approved thetiatopf our 2007 Stock Incentive Plan (the “200ArP). Subject to antililution
adjustments as provided in the 2007 Plan, (i) ®@72Plan provides for a total of 16.1 million stsacé our common stock to be available
distribution pursuant to the 2007 Plan, and (ig thaximum number of shares of our common stock vaipect to which stock optio
restricted stock, deferred stock, or other stbaked awards may be granted to any participantruhde2007 Plan during any calendar ye:
part of a year may not exceed 0.6 million shares.

During fiscal 2011, there was a $50.6 thousandgeh& earnings related to stoogtion awards, and during fiscal 2010 there wa822
thousand charge to earnings related to stock-opticards.

The table below summarizes plan and non-plan stptibn activity for the fiscal years ended JuneZ,1 and 2010:

Weighted

Number of Average
Shares Exercise Prict
Outstanding, June 30, 2009 2,175,800 $ 0.2C
Granted 499,99¢ 0.1t
Exercisec - -
Expired - -
Canceled (57,700 18
Outstanding, June 30, 2010 2,618,090 $ 0.1¢
Granted 721,15: 0.1t
Exercisec - -
Expired (20,000 6.0C
Canceled (231,300 0.1¢
Outstanding, June 30, 2011 3,097,951 $ 0.1¢€
Exercisable June 30, 20 434,46( % 0.3C
Exercisable June 30, 20 850,72( $ 0.17

The weighted average fair value of options graudigihg the years ended June 30, 2011 and 2010 @vaS #r each yea

Stock Option Price Schedule
As of June 30, 201:

Weighted
Average Weighted Number Weighted
Number of Remaining Average Exercisable Average
Range of Options Contractua Exercise Options Exercise
Exercise Prict Outstanding Life (Years) Price Outstanding Price
$0.01-$0.18 3,097,95C 7 $ 0.16 850,72(C $ 0.17

The fair value of options at date of grant wasneated using the Black-Scholes model with the foifmpnassumptions:

2011 2010
Expected Life (Years 10 8
Risk Free Interest Ra 2.82% 2.31%
Volatility 203.09% 187.23%
Dividend Yield 0.00% 0.00%

2007 Stock Incentive Plan

At the July 19, 2007 annual meeting of sharehol&snual Meeting"), the shareholders of Gilman €& Inc., approved the adoption of
2007 Plan.
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The 2007 Plan provides that it will be administebgdour Board of Directors (the "Board") or a cortteg of two or more members of
Board appointed by the Board (the "Committee"). Bward or the Committee will generally have thehauty to administer the 2007 Pl
determine participants who will be granted awandden the 2007 Plan, the size and types of awandsterms and conditions of awards
the form and content of the award agreements reptieg awards.

The 2007 Plan provides for the grant of any oofthe following types of awards: (a) common stogiions, (b) restricted common stock,
deferred common stock and (d) other common shaded awards. Awards may be granted singly, in amatibn, or in tandem. Subject
antidilution adjustments as provided in the 2007 P(grthe 2007 Plan provides for a total of 16.1 rill shares of our common stock tc
available for distribution pursuant to the 2007rRland (ii) the maximum number of shares of our mmm stock with respect to which st
options, restricted stock, deferred stock, or ogteckbased awards may be granted to any participantrithe 007 Plan during any calen
year or part of a year may not exceed 0.6 millioarss.

Awards under the 2007 Plan may be granted to erapiydirectors, consultants and advisors of thegaognand its subsidiaries. Howe?
only employees of the Company and its subsidiaviéde eligible to receive options that are desitgu as incentive stock options.

With respect to options granted under the 2007 ,Rlenexercise price must be at least 100% (110%earcase of an incentive stock op
granted to a ten percent shareholder within thenmgaof Section 422(b)(6) of the Internal Revenus € of 1986) of the fair market value
the common stock subject to the award, determireedfahe date of grant. Restricted stock awardssaeges of common stock that
awarded subject to the satisfaction of the terntscamditions established by the administrator.dnegal, awards that do not require exe|
may be made in exchange for such lawful considarathcluding services, as determined by the adstratior.

14. EMPLOYEE BENEFIT PLAN

We maintain a 401(k) plan for the benefit of ougible employees. We have not made any discretjopaanual matching contributions.

15. RELATED PARTY DEBT AND TRANSACTIONS

As of June 30,

(in thousands 2011 2010
Prime Partners Note ( $ 41€ % 582
Ciocia as Trustee Note ( 60C 60C
Enisman/Ryan Note (¢ 24¢ 24¢
Finkelstein Note (d 50 -
Other Officer’'s Notes - 4
Total 1,314 1,43¢
Less: Current Portion (203) (49)
Total $ 1,111 $ 1,38¢

(&) As of September 1, 2008, we entered into a $itilkon promissory note with Prime Partners (tHerime Partners Note”)The Primi
Partners Note provided for 10% interest to be paatrears through the end of the previous monttherl 5t day of each month commenc
on October 15, 2008. The principal of the Primeri&as Note was to be paid on or before July 1920@ichael Ryan is a director, an offi
and a significant shareholder of Prime Partnetse Frime Partners Note was amended as of Jun®39,t@ extend the due date of princ
to July 1, 2010. The Prime Partners Note was agiaiended as of May 5, 2010 to extend the due datenzipal to July 1, 2011. The Pril
Partners Note was again amended as of August 1) 20provide for 42 monthly payments of $15.0 tlemd comprised of principal a
interest at 10% on the I%day of each month commencing on August 15, 2010emdihg on January 15, 2014. Up to and includinge 0
2011, in the event that we determined that we cooldmake a payment on the monthly due date, wédabefer the payment by send
written notice to Prime Partners. Any payment steded, was to be paid by adding each such defgagment to the 42 month amortiza
schedule as an increased monthly payment commewpcirgugust 15, 2011. No payments were deferreddyln the event that we are
default on any of the promissory notes issued inRegulation D Private Placement, within 30 daysrfiwritten notice by us, Prime Partr
shall repay to us all principal payments requesitethe notice. This repayment obligation is seduby Prime Partnes’ execution of
collateral assignment of a promissory note owe®ayiel R. Levy to Prime Partners dated January2884 in the original principal amot
of $0.9 million and with a present outstanding pipal balance of $0.4 million. There shall be ped owed by us to Prime Partners for
late payments and no acceleration of the PrimenBiatNote as a result of any late payments.
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On December 26, 2007, we entered into a promissotg in the amount of $0.3 million with Prime Par for related party debt which v
previously included in accrued expenses. The paié interest at 10.0% per annum. The note waalpgayver 31 months and was pai
full in September 2011.

(b) On December 3, 2008, three trusts of which $a@iecia is a trustee, purchased an aggregate.8frillion of the Notes issued pursu
to the Offering in reliance upon the exemption froggistration in Rule 506 of Regulation D. On Agg9, 2009, these trusts purchase
additional $0.3 million of the Notes. The Noteghihe three trusts were amended on April 19, 28d8nding the due date to July 1, 2
and was also amended on May 31, 2011 extendindubelate to July 1, 2012. See Note 11.

(c) On January 27, 2009, Carole Enisman, Execulifiee President of Operations purchased a $0.2 anilNote of the $3.8 million «
Notes. On November 24, 2009 Ms. Enisman purchaseaflditional $40.0 thousand Note and Michael Ripaasident and Chief Execut
Officer purchased a $38.0 thousand Note of the #8l&n Notes. The Notes with Ms. Enisman wereeagied on March 2, 2010 extenc
the due date to July 1, 2011 and was also amenddéday 31, 2011 extending the due date to July 1220rhe Note with Mr. Ryan w
amended on April 19, 2010 extending the due datiulp 1, 2011 and was also amended on May 31, 2&feinding the due date to July
2012. See Note 11.

(d) On May 26, 2011 we issued an unsecured promyisguie in the amount of $50.0 thousand to Ted élstkin, our Vice President, Gent
Counsel and Secretary payable on demand by Mreltéin at an interest rate of 10.0% per annum kwvias paid in full on July 1, 2011.

Other Related Party Transactions

On December 16, 2010 we issued a $0.1 million pssary note to Mr. Finkelstein, a $64.0 thousandniseory note to Carole Enisman,
Executive Vice President of Operations, and a $36dusand promissory note to Michael Ryan, our iBes$ and Chief Executi
Officer. These notes were collateralized by ségunterests in our gross receipts from the pret@meof income tax returns received by
from January 1, 2011 through June 30, 2011 at tmeist rate of 10.0% per annum with principal tophél on or before April 1, 2011. |
April 8, 2011, these notes were paid in full.

James Ciocia, our Chairman of the Board of Directmd a financial planner for the Company, receaagsmissions based on a varit
percentage of his own business production and untieh he received an aggregate of $0.6 million $& million in fiscal 2011 and 20
respectively.

16. TAXES ON INCOME

For fiscal years ended June 30, 2011 and June030, there was no income taxes recorded in the Qidaged Financial Statements.

A valuation allowance has been established agtiiraieferred tax assets as of June 30, 2011 amd3Dyr2010.

Our net operating loss carry forwards (“NOIg) $23.4 million at June 30, 2011 expire generfityn 2022 to 2031. The ability to utilize |
operating loss carryovers may be restricted basddternal Revenue Code Section 382 “changes irecstrip.”

A reconciliation of the federal statutory rate he fprovision for income taxes is as follows:

For Fiscal Years Ended June 3C

(in thousands 2011 2010
Pre-tax income (loss) from Continuing

operations $ ,77)) $ (1,640
Federal income taxes/(bene

computed at statutory rat (620 35.(% (5749) 35.(%
State and local taxes/(bene

net of federal tax bene - - - -
Accrual for noi-deductible expens - - 112 (6.8
Valuation reserve 62C (35.0 462 (28.2)
Total income tax expense provisiol $ - % $ - -%
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Net deferred assets were comprised of the follow

As of June 30

(in thousands 2011 2010

Net operating loss carry forwa $ 8,200 $ 7,50(

Intangibles 1,00¢ 1,10C

Other, net 70C 60C
Total 9,90C 9,20(

Less Valuation reserve (9,900 (9,200
Net $ - $ -

17. EQUITY TRANSACTIONS

On October 20, 2010 we issued in the aggregateD$BOusand in common stock, or 600,000 sharesrtaingeof our Board of Directors
consideration for services as director compensatioauant to our 2007 Stock Incentive Plan.

18. SUBSEQUENT EVENTS

On September 23, 2011 we issued an unsecured pamisote in the amount of $50.0 thousand to Cateisman, our our Executive Vic
President of Operations, payable on demand by Misntan at an interest rate of 10.0% per annum.

On September 21, 2011 we issued an unsecured mamisote in the amount of $50.0 thousand to Te#&d¥stein, our Vice President,
General Counsel and Secretary, payable on demamt.tfyinkelstein at an interest rate of 10.0% paman.

On July 14, 2011, our Board of Directors, afteroramendation from the compensation committee, ex@ndr. Ryans Employmer
Agreement to December 31, 2011.

On July 1, 2011 we paid $0.2 million of the 2008 &¢othat were not extended to July 1, 2012.

On May 26, 2011 we issued an unsecured promissatey/ in the amount of $50.0 thousand to Ted Finkelsiour Vice President, Gene
Counsel and Secretary payable on demand by Mreltéin at an interest rate of 10.0% per annum kwvias paid in full on July 1, 2011.

On June 10, 2011, we commenced the Gilman Cioci ®lion Promissory Note Offering, a private affeg of our debt securities pursu
to SEC Regulation D (the"2011 Offering”Yhe securities offered for sale in the 2011 Offgnwmere $0.9 million of promissory notes w
interest payable at 10.0% (the “2011 Notes'he 2011 Notes are collateralized by a securigréadt in our gross receipts from the prepar.
of income tax returns received by us from JanuargQl2 through June 30, 2012 (the “2012 Gross R&L®i The principal of the 201
Notes will be paid to the Note holders from the 2@ross Receipts on March 15, April 15, May 15, dade 15, 2012, with the balance
principal, if any, paid July 1, 2012. On June 2011 $0.7 million of the 2011 Notes was outstandiagured by an 18% interest in the 2
Gross Receipts. The 2011 Offering was increasé&di 18 million on July 13, 2011. On July 26, 20h# entire $1.3 million 2011 Notes w
outstanding secured by a 25% interest in the 20b8Receipts.
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EXHIBIT 21.1

LIST OF SUBSIDIARIES
Name

Prime Capital Services, In
Prime Financial Services, In
Asset & Financial Planning, Lt

GC Capital Cory

State of Incorporatio

New York
Delaware
New York

Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

We have issued our report dated September 28, 2B8témpanying the consolidated financial statemiarttse Annual Report of Gilman
Ciocia, Inc. on Form 10-K for the year ended Jude2®11. We hereby consent to the incorporatiorefigrence of said report in the
Registration Statements of Gilman Ciocia on Fora@s(5ile No. 333-50089, effective April 14, 1998ddkile No. 333-14915, effective
October 28, 1996).

/sl Sherb & Co, LLP
Certified Public Accountant

New York, New York
September 28, 2011



EXHIBIT 31.1

CERTIFICATION

I, Michael Ryan, certify that:

1. | have reviewed this Annual Report on Form 16fkGilman Ciocia, Inc., (the "Report");

2. Based on my knowledge, this Report does notaforany untrue statement of a material fact or dmitate a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to the per
covered by this Report;

3. Based on my knowledge, the financial statemeans, other financial information included in thiggort, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this Report;

4. The registrant's other certifying officer(s) ahdre responsible for establishing and maintainiiigclosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras (defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls ancgutores, or caused such disclosure controls anceguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by ot
within those entities, particularly during the metiin which this Report is being prepared;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdireancial reporting to be designed under
supervision, to provide reasonable assurance reggatte reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and piedén this Report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by tkjgoR based on such evaluation; and

(d) Disclosed in this Report any change mtbgistrant's internal control over financial rgpy that occurred during the registrant's r
recent fiscal quarter, that has materially affec@dis reasonably likely to materially affect, thegistrant's internal control over finani
reporting; and

5. The registrant's other certifying officer(s) ahttave disclosed, based on our most recent evatuaf internal control over financi
reporting, to the registrant's auditors and theitacmimmittee of the registrant's board of direct@ws persons performing the equival
functions):

(a) All significant deficiencies and matenataknesses in the design or operation of intezaatrol over financial reporting which
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haignéisant role in the registrant's inter
control over financial reporting.

Date: September 28, 2011

/sl Michael Ryan
Chief Executive Office




EXHIBIT 31.2

CERTIFICATION

I, Karen Fisher, certify that:

1. | have reviewed this Annual Report on Form 16fkGilman Ciocia, Inc., (the "Report");

2. Based on my knowledge, this Report does notaforany untrue statement of a material fact or dmitate a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to the per
covered by this Report;

3. Based on my knowledge, the financial statemeans, other financial information included in thiggort, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this Report;

4. The registrant's other certifying officer(s) ahdre responsible for establishing and maintainiiigclosure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras (defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls ancgutores, or caused such disclosure controls anceguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by ot
within those entities, particularly during the metiin which this Report is being prepared;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdireancial reporting to be designed under
supervision, to provide reasonable assurance reggatte reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and piedén this Report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by tkjgoR based on such evaluation; and

(d) Disclosed in this Report any change mtbgistrant's internal control over financial rgpy that occurred during the registrant's r
recent fiscal quarter, that has materially affec@dis reasonably likely to materially affect, thegistrant's internal control over finani
reporting; and

5. The registrant's other certifying officer(s) ahttave disclosed, based on our most recent evatuaf internal control over financi
reporting, to the registrant's auditors and theitacmimmittee of the registrant's board of direct@ws persons performing the equival
functions):

(a) All significant deficiencies and matenataknesses in the design or operation of intezaatrol over financial reporting which
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, tiratolves management or other employees who haignéisant role in the registrant's inter
control over financial reporting.

Date: September 28, 2011

/s/ Karen Fisher
Principal Financial and Chief Accounting Offic




EXHIBIT 32.1
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAS$-OXLEY ACT OF 2002
In connection with the Annual Report on FormK®f Gilman Ciocia, Inc. (the "Company") for theséal year ended June 30, 2011, as
with the Securities and Exchange Commission ondite hereof (the "Report"),I, Michael Ryan, certifursuant to Section 906 of
Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the rearrents of Section 13(a) or 15(d) of the Securkieshange Act of 1934; and

(2) the information contained in the Repaiitly presents, in all material respects, the fgiahcondition and results of operations of

Company.

By: /s/ Michael Ryan

Name:Michael Ryar
Chief Executive Office

Date: September 28, 201



EXHIBIT 32.2
CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAS$-OXLEY ACT OF 2002
In connection with the Annual Report on FormK®f Gilman Ciocia, Inc. (the "Company") for theséal year ended June 30, 2011, as
with the Securities and Exchange Commission ondidite hereof (the "Report"), |, Karen Fisher, cgrtifursuant to Section 906 of
Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the rearrents of Section 13(a) or 15(d) of the Securkieshange Act of 1934; and

(2) the information contained in the Repaiitly presents, in all material respects, the fgiahcondition and results of operations of

Company.

By: /s/ Karen Fisher

Name:Karen Fishe
Principal Financial and Chief Accounting Offic

Date: September 28, 201





