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FORWARD LOOKING STATEMENTS

The information contained in this Form 10-Q andeRhibits hereto may contain forwalabking statements within the meaning of SectioA
of the Securities Act of 1933 (the “Securities Acihd Section 21E of the Securities Exchange Ac1384 (the “Exchange Act”)Suct
statements, including statements regarding ouraapens about our ability to raise capital, ouatggy to achieve our corporate objecti
including our strategy to pursue growth throughudsitjons, to increase revenues through our regidteepresentative recruiting program,
ability to be profitable, the cyclical nature ofrdousiness, our liquidity and our ability to funddaintentions for funding future operatic
revenues, the outcome or effect of litigation, tdbion and regulatory investigations, the impakctertain accounting pronouncements,
effects of our costutting measures and our intention to continueldsady control expenses, contingent liability asated with acquisition
the impact of the current economic downturn andsigf economic improvement, and others, are baged aurrent information, expectatio
estimates and projections regarding us, the inggsand markets in which we operate, and manag&nasgsumptions and beliefs rela
thereto. Words such as “will,” “plan,” “expect,’témain,” “intend,” “estimate,” “approximate,” “bee” and variations thereof and sim
expressions are intended to identify such forwlaoking statements. These statements speak omlthe date on which they are made, are
guarantees of future performance, and involve tentsks, uncertainties and assumptions that afecdt to predict. Therefore, actt
outcomes and results could materially differ frommatvis expressed, implied or forecasted in suclvdoidooking statements. Such differen
could be caused by a number of factors including,not limited to, the uncertainty of laws, legista, regulations, supervision and licens
by federal, state and local authorities and thipdact on the lines of business in which we and subsidiaries are involved; unfores
compliance costs; changes in economic, politicakegulatory environments; the impact of the ongogapnomic downturn; changes
competition and the effects of such changes; oilityalp raise additional capital and to servicer @ebt and other financial obligations;
inability to implement our strategies; changes emagement and management strategies; our inaiilgyccessfully design, create, modify
operate our computer systems and networks; amtibn and regulatory actions involving us. Readdrould take these factors, as we
those risks contained in our Annual Report on F&G¥K and Quarterly Reports on Form 10-Q into actdnrevaluating any such forward-
looking statements. We undertake no obligation pdate publicly or revise any forwaldeking statements, whether as a result of
information, future events or otherwise, exceptexpuired by law. The reader should, however, clorigtther disclosures we may make
future filings of our Annual Reports on Form 10-®uyarterly Reports on Form 10-Q and Current Repmrtsorm 8-K.
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PART |
FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS
GILMAN CIOCIA, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands)

Unaudited
December 31 June 30,
2010 2010(1)
Assets
Cash & Cash Equivalen $ 51C 1,11¢
Marketable Securitie 2 5
Trade Accounts Receivable, N 2,57¢ 2,421
Receivables from Employees, M 1,10¢ 1,28¢
Prepaid Expense 41F 28t
Other Current Asse’ 227 20¢
Total Current Assets 4,841 5,32¢
Property and Equipment (less accumulated depreniati $6,791 at December 31, 201
and $6,593 at June 30, 20: 1,13¢ 1,30¢
Goodwill 4,00¢ 4,11¢
Intangible Assets (less accumulated amortizatiogh70942 at December 31, 2010 and
$7,603 at June 30, 201 5,57¢ 4,54;
Other Asset: 30¢ 447
Total Assets $ 15,87: 15,73¢
Liabilities and Shareholders' Equity
Accounts Payable ($3 and $4 are valued at fairevatDecember 31, 2010 and June
2010, respectively $ 2,16z 1,58¢
Accrued Expense 2,047 1,731
Commission Payabl 2,861 2,93
Current Portion of Notes Payable and Capital Le 4,04: 53¢
Deferred Incomt 17¢ 88
Due to Related Parties 1,211 49
Total Current Liabilities 12,50¢ 6,93
Long Term Portion of Notes Payable and Capital ks 52 2,957
Long Term Portion of Related Party No 337 1,38t
Other Long Term Liabilities 87E 25C
Total Liabilities 13,77 11,52«
Shareholders' Equity
Preferred Stock, $0.001 par value; 100 shares eméth none issue - -
Common Stock, $0.01 par value 500,000 shares an¢upi96,887 shares a96,287
shares issued at December 31, 2010 and June 30, r2&3pectivel 96¢ 963
Additional Paid in Capite 36,54 36,481
Accumulated Defici (35,41) (33,239
Total Shareholders' Equity 2,10( 4,211
Total Liabilities and Shareholders' Equity $ 15,87 15,73t

(1) Derived from audited financial statements.

See Notes to Unaudited Consolidated Financial Sietés
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Revenues
Financial Planning Servict
Tax Preparation and Accounting F¢
Total Revenues

Operating Expenses
Commission:
Salaries and Benefi
General and Administrativ
Advertising
Brokerage Fees and Licens
Rent
Depreciation and Amortization

Total Operating Expenses

Loss Before Other Income and Expense
Other Income/(Expense]

Interest and Investment Incor

Interest Expens

Other Income, Ne

Total Other Income/(Expense)

Loss Before Income Taxe
Income Tax Expense
Net Loss

Weighted Average Number of Commor
Shares Outstanding:
Basic and Diluted Shart

Basic and Diluted Net Loss Per Share
Net Loss Per Common She

GILM AN CIOCIA, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

(in thousands, except per share date

For the Three Months Ended

December 31,

For the Six Months Ended
December 31,

2010 2009 2010 2009
$ 881, $ 856( $ 17,717 $ 17,03
52€ BAE 1,15¢ 1,327
9,34( 9,20¢ 18,87¢ 18,36:
5,70( 5,87: 11,53: 11,00+
2,00¢ 1,927 4,04z 4,02¢
1,06¢ 1,257 2,19¢ 2,41¢
184 23¢ 371 417
32¢ 272 667 622
684 66€ 1,38( 1,357
27E 314 551 628
10,24( 10,54+ 20,73 20,46
(900) (1,336 (1,861) (2,10)
4 4 9 7
(116) (119 (229) (219
(82) 5 (90) 6
(194) (104) (310) (200)
(1,099 (1,440 (2,179 (2,307)
$ (1,09) $ (1,440 $ 217) $ (2,30])
96,76: 96,36: 96,52t 96,11¢
$ ©0.0) $ ©0.0) $ 0.0 $ (0.02)

See Notes to Unaudited Consolidated Financial Sieés
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GILM AN CIOCIA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash Flows from Operating Activities:
Net loss

Adjustments to reconcile net loss to net cash praded by/(used in) operating activities:

Depreciation and amortizatic

(unaudited)

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 payi

Changes in assets and liabilities
Accounts receivabl

Prepaid and other current ass
Change in marketable securit

Other asset

Accounts payable and accrued expet
Deferred incom

Net cash used in operating activities

Cash Flows from Investing Activities:

Capital expenditure

Cash paid for acquisitions, net of cash acquiretidebtincurred
Receivables from employe

Due from office sale

Proceeds from sale of office

Net cash provided by / (used in) investing activiés:

Cash Flows from Financing Activities:
Proceeds from other loa

Proceeds from notes payal

Proceeds from related parti

Payments to related parti

Payments of capital leases and other loans

Net cash provided by financing activities:

Net change in cash and cash equival
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of pe

See Notes to Unaudited Consolidated Financial Biatés and Supplemental Disclosures to Consolidatagments of Cash Flows
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For the Six Months Ended

December 31,

2010 2009
$ 217) $ (2,30)
551 62t

60 44

82 -

58 20

8 (14

(241) (324)

79 (139)

3 1

10 3

192 627

9C 14¢

(1,457) (1,309

(14) (29)

(97) (311)

127 (93)

14 7

10C -

13C (426)

91t 72¢

- 1,05¢

20C 47¢
(86) (99)
(315) (50¢)

714 1,65/
(60€) (75)

1,11¢ 71¢

$ 51C $ 644
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GILM AN CIOCIA, INC.
Supplemental Disclosures to Consolidated Statement$é Cash Flows
(unaudited)
(in thousands)

Cash Flow Information

Cash payments during the year 1
Interesi
Taxes

Supplemental Disclosure of No-Cash Transactions
Issuance of common stock for services, inteand othel
Equipment acquired under capital lea

Fair value recognition on legacy accounts pay

See Notes to the Unaudited Consolidated Finantsé®ents
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For the Six Months Ended

December 31,

2010 2009
$ 224 $ 19¢
$ - 0% -
$ 3¢ $ 3C
$ - 0% 4
$ 8 $ (14)
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GILMAN CIOCIA, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. ORGANIZATION AND NATURE OF BUSINESS

Description of the Company

Gilman Ciocia, Inc. (together with its wholly ownedbsidiaries, “we”, “us”, “our” or the “Companytyas founded in 1981 and is incorpor:
under the laws of the State of Delaware. We pm@¥édieral, state and local tax preparation sentiz@sdividuals, predominantly in the mid:
and upper income tax brackets, accounting serticesmall and midsize companies and financial plagréervices, including securit
brokerage, investment management services, inseirand financing services. As of December 31, 20&0had 27 compangwned office
operating in three states (New York, New Jerseg, Forida) and 40 independently operated officewigling financial planning services in
states.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying Consolidated Financial Statemeaie been prepared pursuant to the rules and tegdaf the Securities and Excha
Commission (“SEC”").Certain information and footnote disclosures nofynaicluded in financial statements prepared inoadance wit
generally accepted accounting principles (“GAARgve been omitted pursuant to such rules and réguga However, we believe that
disclosures are adequate to make the informatiesegmted not misleading. The Consolidated Balame®eiSas of December 31, 2010,
Consolidated Statements of Operations for the timeaiths and six months ended December 31, 20102808 and the Consolida
Statements of Cash Flows for the six months endaze®ber 31, 2010 and 2009 are unaudited. The Gdeiteal Financial Statements refl
all adjustments (consisting only of normal recugradjustments) that are, in the opinion of managenmecessary for a fair presentation of
financial position and results of operations. Tdperating results for the three months and six h®mnded December 31, 2010 are
necessarily indicative of the results to be expkdte any other interim period or any future yedhese Consolidated Financial Statem
should be read in conjunction with the audited otidated financial statements and notes theretindea in our Annual Report on Form ¥0-
for the fiscal year ended June 30, 2010.

Fiscal years are denominated by the year in witielg end. Accordingly, fiscal 2010 refers to tharyended June 30, 2010.
The Consolidated Financial Statements include toeunts of the Company and all majority owned glibgies from their respective dates

acquisition. All significant intecompany transactions and balances have been efedinsVhere appropriate, prior years financialestent
reflect reclassifications to conform to the currgear presentation.
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Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
assumptions that affect the reported amounts @tassd liabilities and disclosure of contingersieds and liabilities at the date of the finar
statements and the reported amounts of revenueseapdnses during the reporting period. Actual Itesgould differ from thes
estimates. Furthermore, we, including our whollyned subsidiary Prime Capital Services, Inc. (“PC8ave been named as a defenda
various customer arbitrations. These claims relaoln the actions of brokers affiliated with PCI8. addition, under the PCS registe
representatives contract, each registered repasenhas indemnified us for these claims. We hestablished liabilities for potential los
from such complaints, legal actions, governmenestigations and proceedings. In establishing thiebdities, our management uses
judgment to determine the probability that lossasehbeen incurred and a reasonable estimate oértfwnt of losses. In making th
decisions, we base our judgments on our knowledgieeosituations, consultations with legal couressdl our historical experience in resol\
similar matters. In many lawsuits, arbitrations aedulatory proceedings it is not possible to datee whether a liability has been incurre
to estimate the amount of that liability until theatter is close to resolution. However, accruedsraviewed regularly and are adjusted to re
our estimates of the impact of developments, rglirggivice of counsel and any other informationipent to a particular matter. Becaus
the inherent difficulty in predicting the ultimateitcome of legal and regulatory actions, we campmedict with certainty the eventual loss
range of loss related to such matters. If our foelgts prove to be incorrect, our liability for lessand contingencies may not accurately re
actual losses that result from these actions, womlild materially affect results in the period otle&penses are ultimately determinec
majority of these claims are covered by our eresrd omissions insurance policy. While we will vigasly defend ourselves in these mat
and will assert insurance coverage and indemnifinato the maximum extent possible, there can beassurance that these lawsuits
arbitrations will not have a material adverse impgacour 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 statedstt which approximates market value. Casheadimay exceed FDIC insurable limits.

Impairment of Intangible Assets

Impairment of intangible assets results in a chaogeperations whenever events or changes in cstamaes indicate that the carrying am
of an asset may not be recoverable. We test gobfiwiimpairment annually (our fourth quarter) oore frequently whenever events occL
circumstances change, which would more likely thahreduce the fair value of a reporting unit beltscarrying amount.

Revenue Recognition

Company Owned Offices We recognize all revenues associated with incarepteparation, accounting services and asset reareag fee
upon completion of the services. Financial plagnservices include securities and other transastidhe related commission revenue
expenses are recognized on a trddes basis. Marketing revenue associated withymtosglales is recognized quarterly based on prazh
levels. Marketing event revenues are recognizéldeatommencement of the event offset by its cost.
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Independent Offices We recognize 100% of all commission revenues amgkmses associated with financial planning servinekiding
securities and other transactions on a tdate-basis. Our independent offices are indepgrmntractors who may offer other products
services of other unrelated parties. These safieesfare responsible for paying their own operpérpenses, including payroll compense
for their staff.

Earnings (Loss) Per Share (“EPS”)

Basic EPS is computed using the weighted averagéeauof common shares outstanding during each ghe@ptions to purchase 3,295,
common shares at an average price of $0.18 pee stere outstanding during the three months andnsimths ended December 31, 2010,
were not included in the computation of dilutednéags per share because to do so would be antivdiland because the optioretercis
prices were greater than the average market pfitgeccommon shares. Options to purchase 2,63Z;888non shares at an average pric
$0.19 per share were outstanding during the thimems and six months ended December 31, 2009, éxg mot included in the computatior
diluted earnings per share because to do so waulthbi-dilutive and because the optioaesércise prices were greater than the average t
price of the common shares.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, iiithg cash and cash equivalents, marketable sies,Etccounts receivable, notes receiv.
accounts payable and debt, approximated fair vasuef December 31, 2010 because of the relativeyt$erm maturity of these instrume
and their market interest rates.

Contingent Consideration

In December 2007, the Financial Accounting StanslaBbard (the “FASB”) amended its guidance on accounting for bus
combinations. The accounting guidance supersedasends other authoritative literature althougtetains the fundamental requirements
the acquisition method of accounting (previouskfened to as “purchase methodi¢ used for all business combinations and thatgquiger bi
identified for each business combination. Thisoaoting guidance issued by the FASB on businessdbowtions was effective for us July
2009. During fiscal 2010 and the six months en@etember 31, 2010 we entered into three asset gsgchgreements which inch
contingent consideration based upon gross reveanergted in future periods. At the time of thesgusitions we recognized a liability
$1.6 million representing anticipated future cogéncy payments. Prior to the accounting guidaisseed by the FASB on busin
combinations which was effective for us July 1, 208ve entered into two asset purchase agreemeritgdiscal 2009 and four asset purct
agreements during fiscal 2008 which include comitigconsideration based upon gross revenue gedénafigture periods. No liability will k
recorded until the contingency is determined beyamdasonable doubt. Based on an estimate of thiese revenues, we expect we will h
a contingent liability of $0.2 million, subject éhange based on actual future revenues earned\Ndes.

Concentration of Credit Risk

Financial instruments that potentially subject asconcentrations of credit risk consist of tradeereables. The larger portion of our tr.
receivables is commissions earned from providingritial planning services that include securitiekérage services, insurance and finar
services. Our remaining trade receivables con$ist\@nues recognized for accounting and tax sesvppovided to businesses and indivi
tax payers. As a result of the diversity of sezgicmarkets and the wide variety of customers, wenat consider ourselves to have
significant concentration of credit risk.
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Segment Disclosure

Management believes the Company operates as oneeseg

3. RECENT ACCOUNTING PRONOUNCEMENTS

In December 2010, the FASB amended its guidanegeetito Step 1 of the goodwill impairment testfgporting 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 determiningether it is more-likely-thanot that a goodwill impairment exists, considenatstould b
made as to whether there are any adverse quaditédistors indicating that an impairment may exihe adoption of the new account
guidance is not expected to have a material impactur consolidated financial statements.

In December 2010, the FASB amended its guidanegetito business combinations entered into by &ty ¢éhat are material on an individi
or aggregate basis. These amendments clarifyimxigiuidance that if an entity presents comparafimencial statements that includ
material business combination, the entity shousttldse revenue and earnings of the combined eagitjrough the business combination
occurred during the current year had occurred alseobeginning of the comparable prior annual rigpgmperiod. The amendments also exy
the supplemental pro forma disclosures to includgescription of the nature and amount of materiahrecurring pro forma adjustme
directly attributable to the business combinatioaluded in the reported pro forma revenue and egsni The requirements of the amer
guidance are effective for us July 1, 2011 andyeadibption is permitted. This discloswely guidance will not have a material impact om
results of operations, financial position or cashwe.

In June 2009, the FASB amended its guidance onallrilnterest Entities (“VIE's”).The amended guidance changes how a con
determines when an entity that is sufficiently ¢alded or is not controlled through voting (or dan rights) should be consolidated. It ¢
requires a company to provide additional disclosweout its involvement with VIE’and any significant changes in risk exposuretduba
involvement. The requirements of the amended atdowy guidance was effective for us July 1, 2016 early adoption was prohibited. 1
adoption of the new accounting guidance did noelasgignificant impact on our consolidated finahsfatements.

All other new accounting pronouncements issuednotityet effective or adopted have been deemedmbetrelevant to us, hence are
expected to have any impact once adopted.
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4. COMMITMENTS AND CONTINGENCIES
Litigation

On June 30, 2009, the SEC executed an Order lmsgjitddministrative and Cease-And-Desist Proceesliige “Instituting Order”Pursuant t
Section 8A of the Securities Act, Sections 15(kj 2f(c) of the Exchange Act, and Section 203(fjhef Investment Advisers Act of 1940 (
“Advisers Act”) against the Company, PCS, MichaelRan, the Company’s President and CEO (“RyaR9®se M. Rudden, the Ch
Compliance Officer of PCS (“Ruddengnd certain other current and former Company eng@oyepresentatives registered with PCS
“Representatives”)The Instituting Order alleged that the Company, PED8 the Representatives engaged in fraudulens sdlezariabl
annuities to senior citizens and that Ryan, Ruddehtwo of the Representatives failed to supetvisesariable annuity transactions.

The Instituting Order alleged that PCS willfullyngaged in fraudulent conduct in the offer, purchese sale of securities; failed to make
keep current certain books and records relatinigstbusiness for prescribed periods of time; ainl@dareasonably to supervise with a viev
prevent and detect violations of the federal séiegrstatutes, rules and regulations by the Reptrathees.

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

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

The Instituting Order alleged that four of the Regantatives willfully: engaged in fraudulent condirc the offer, purchase and sale
securities; and aided, abetted and caused PC4 to f@ep current certain books and records mejato its business for prescribed perioc
time.

Hearings were held before an Administrative Lawgiildommencing on December 1, 2009 and ending Jad6aR010. 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 Sameti®ursuant to Section 8A of the Securities ActtiSes 15(b) and 21(c) of t
Securities Exchange Act, and Section 203(f) ofAHgisers Act as to the Company and PCS (the “Setfdg Order”).

A settlement was not reached with the SEC by RRaldden and the Representatives.
Except as to the SE€jurisdiction over them and the subject mattethef Instituting Order, the Company and PCS agreetid Settleme

without admitting or denying the findings containedthe Settlement Order. The Company and PCSechossettle to avoid costly a
protracted litigation.
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Under the terms of the Settlement, the Company RG8& agreed to certain undertakings including retgiran Independent Compliar
Consultant to conduct a comprehensive review daf gwgpervisory, compliance and other policies, pcas and procedures related to vari
annuities. On October 20, 2010, the Independentgliance Consultant submitted his report of recomuiadginns to the SEC, which are be
implemented by PCS.

In addition, the Company and PCS consented toinestactions pursuant to Section 8A of the Seasifict and Sections 15(b) and 21(c
the Exchange Act. PCS shall cease and desist éa@mmitting or causing any violations and any futuielations of Section 17(a) of t
Securities Act and Sections 10(b), 15(c) and 1@{ahe 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 Bé&es Act and Sections 10(b) and 15(c
the Exchange Act and Rule 10b-5 thereunder. P@ShenCompany were censured.

PCS agreed to pay disgorgement of $97,389 andduejant interest of $46,874, for a total paymerb§4,263 within twenty (20) days frc
the issuance of the Settlement Order, which wad pai March 29, 2010. The Company agreed to pay penalties of $450,000 a
disgorgement of $1.00. Payment of the civil peealby the Company was to be made in the followrsgallments: $53,824 was to be |
within twenty (20) days of the issuance of the I8atent Order and was paid on March 29, 2010; $B33y@as to be paid within 180 days fr
the issuance of the Settlement Order; and $198y@88to be paid within 364 days from the issuancéhef Settlement Order, with post-
judgment interest due on the second and third lingtats. $100,000 of the second installment wasl pa September 15, 2010 with
balance of $98,088 paid on October 12, 2010. &he payment resulted in the SEC accelerating thd thstallment, which was paid
December 31, 2010, including interest in the amadiapproximately $8.0 thousand.

On June 25, 2010, the Administrative Law Judge e@dsan Initial Decision concerning Ryan, Rudden dne Representatives. 1
Administrative Law Judge ordered that Ryan and Radehch pay a civil money penalty of $65,000. Iditaeh, the Administrative Law Jud
ordered that Ryan and Rudden are prohibited frawirggin a supervisory capacity with any brokeralde, or investment adviser with the ri
to reapply after one year. The Initial Decisiorcdme effective on August 5, 2010. On August 11,02@®ur Board of Directors adopte
resolution agreeing to indemnify Ryan and Ruddentfe $65,000 civil money penalties.

Michael Ryan will continue to serve as the Prediderd CEO of the Company. To ensure that Mr. Rgaes not violate the supervis
restrictions contained in the Initial Decision, ®@woard of Directors has imposed a restriction grahibits him from exercising any supervis
authority over PCS and Asset & Financial Planning, (“AFP”), a wholly owned subsidiary and a registered investradvisor, activities
PCS and AFP representatives, including our empkyreéheir capacity as PCS representatives. Oardof Directors has delegated to Ca
Enisman, Executive Vice President of Operationg,issue that could potentially impact the conductmployment of a PCS or AFP registe
representative in his or her capacity as a PCSHi registered representative. Ms. Enisman has ipstucted that with respect to any s
issue, she reports to our Board of Directors, astdonMr. Ryan as President of Gilman Ciocia, Inc.

The Administrative Law Judge ordered that the Regméatives disgorge commissions earned and palynooriey penalties. In addition,

Administrative Law Judge ordered that each of thepr@sentatives is barred from association with brgker, dealer, or investme
adviser. The Representatives have filed an agdehe Initial Decision staying their sanctionsxgiang the appeal.
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The Company and PCS are defendants and responddatgsuits and Financial Industry Regulatory Autho(“FINRA”) arbitrations in th
ordinary course of business. PCS has errors ansksmms insurance coverage that will cover a portbsuch matters. In addition, under
PCS registered representatives contract, eachtesgfisrepresentative is responsible for coveringrds; settlements and costs in conne
with these claims. While we will vigorously defendrselves in these matters, and will assert ima@raoverage and indemnification to
maximum extent possible, there can be no assuthat¢hese lawsuits and arbitrations will not havaaterial adverse impact on our finar
position. At December 31, 2010 we have accruetl §0llion for potential settlements, judgments @whrds.

5. EQUITY

On October 20, 2010, pursuant to the Company’s Z80¢k Incentive Plan (the “2007 Planije granted to the independent members o
Board of Directors and Jim Ciocia, our Chairmarite Board, in aggregate, $30.0 thousand in comnark ©ptions, or 721,152 commr
stock options each with an exercise price of $@uid a tenyear term which vest as to 20.0% of the sharesallyncommencing one year af
the date of grant and which have a Bl&iholes value at the time of grant determined baseithe closing price of our common stock or
date of grant. Additionally, on October 20, 2016 issued in the aggregate to these same board mes&®&0 thousand in common stock
600,000 shares of restricted common stock.

On October 31, 2008 we commenced the Gilman CiG@ommon Stock and Promissory Note Offering, a pevatfering of our securitit
pursuant to SEC Regulation D (the “2008 OfferingThe 2008 Offering was amended on December 8, 208&ember 3, 2009, December
2009, February 11, 2010 and March 29, 2010. Theries offered for sale in the 2008 Offering,aasended were: $3.8 million of notes v
interest at 10.0% (the “2008 Notesid $0.4 million, or 3.5 million shares of our $Dfar value common stock with a price of $0.10gbar:
(the “Shares”).As of December 31, 2010, $3.7 million of the 2008é¢ are outstanding and due July 1, 2011 andrii&n, or 1.0 millior
shares, of our common stock were issued pursuahetd008 Offering.

6. FAIR VALUE MEASUREMENTS

The fair value measurement provision defines falug, establishes a framework for measuring fdinevander generally accepted accour
principles, and expands disclosures about fairevah@asurements. This statement applies under aticeunting pronouncements that rec
or permit fair value measurements, the FASB hayireyiously concluded in those accounting pronourezemthat fair value is a relev
measurement attribute.

Valuation techniques for fair value are based upbservable and unobservable inputs. Observablesmefiect market data obtained fr
independent sources, while unobservable inputeaefbur best estimate, considering all relevantriniition. These valuation techniq
involve some level of management estimation angnueht. The valuation process to determine fair allso includes making appropri
adjustments to the valuation model outputs to aw@rgisk factors.
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The fair value hierarchy of our inputs used in de¢ermination of fair value for assets and lial@titduring the current period consists of t
levels. Level 1 inputs are comprised of unadjustgubted prices in active markets for identicaleéssor liabilities at the measurem
date. Level 2 inputs include quoted prices forilsiminstruments in active markets; quoted priaasidentical or similar instruments in mark
that are not active; inputs other than quoted pribat are observable for the asset or liabilihd aputs that are derived principally fromr
corroborated by observable market data by coroglatir other means. Level 3 inputs incorporate @un best estimate of what mar
participants would use in pricing the asset oriliigbat the measurement date where consideraagivien to the risk inherent in the valua
technique and the risk inherent in the inputs ® model. If inputs used to measure an assetbility fall within different levels of th
hierarchy, the categorization is based on the lovea®! input that is significant to the fair valmeeasurement of the asset or liability.
assessment of the significance of a particulartitpthe fair value measurement in its entiretyuiesgs judgment, and considers factors spe
to the asset or liability.

We have accounts payable balances that are atfteasyears old and that we believe will never riega financial payment for a variety
reasons. Accordingly, we opted to use the costroamh as our valuation technique to measure thevidue of our legacy accou
payable. Based on historical payouts we have ksti@ld an estimate of fifteen cents on the dollartlrese legacy balances that we w
potentially pay out. The income recorded during $ix months ended December 31, 2010 and the simthmended December 31, 2009
$7.8 thousand and $13.8 thousand, respectively.

The following table sets forth the liabilities als@ecember 31, 2010 which is recorded on the balaheet at fair value on a recurring basi
level within the fair value hierarchy. These aassified based on the lowest level of input teatignificant to the fair value measurement:

Quoted Prices in Active

(in thousands Carrying Markets for ldentica Significant Unobservabl
Description Value Assets (Level 1 Inputs (Level 3
Marketable securitie $ 2 $ 2 $

Accounts payable greater than 4 years $ 3 $ - $ 3

The carrying value of our cash and cash equivalaestounts payable and other current liabilitiggraximates fair value because of their short-
term maturity. All of our other significant finaradiassets, financial liabilities and equity instents are either recognized or disclosed it
consolidated financial statements together witreothformation relevant for making a reasonablesssient of future cash flows, interest

risk and credit risk. Where practicable the failuea of financial assets and financial liabilitesve been determined and disclosed; othe
only available information pertinent to fair valhas been disclosed.
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7. GOODWILL AND OTHER INTANGIBLE ASSETS

A reconciliation of the change in the carrying vabf goodwill for the six month period ended Decem®l, 2010 is as follows (in thousands):

Balance at June 30, 20 $ 4,11¢€
Disposition of Office (12C)
Adjustment to purchase accounti(1) 13
Balance at December 31, 2C $ 4,00¢

(1) During fiscal 2008 and 2009, we purchased ai fgreparation and accounting practices. Initizlchase prices are adjusted base
contingent payments made subsequent to the origimahase date.

Other intangible assets subject to amortizatiorcareprised of the following at:

December 31 June 30

(in thousands) 2010 2010
Customer Listt $ 8,44: % 7,06¢
Brokel-Dealer Registratio 10C 10C
Non-Compete Contraci 77¢ 77<
House Account 60C 60C
Administrative Infrastructur 50C 50C
Independent Contractor Agreeme 3,10( 3,10(

Intangible Costs at Co 13,52 12,14¢
Less: Accumulated Amortization and Impairm (7,942 (7,609
Intangible Assets, N¢ $ 557¢ % 4,54

Amortization expense for both the three months dridecember 31, 2010 and December 31, 2009 wasn§ili@n. Amortization expense f
both the six months ended December 31, 2010 andrbleer 31, 2009 was $0.4 million.

8. ACQUISITIONS

During the six months ended December 31, 2010 viereh into an asset purchase agreement to purehtese preparation and accoun
services firm. The purchase price is equal toragrgage of gross revenue generated from the @épaiof tax returns and accounting serv
from clients generated during a five-year peri@bmmencing on March 31, 2011 and eachd@9-period thereafter, we will pay the selle
installment payment based on a percentage of gesehues generated during a fiwear period after the closing date less all priayment
received. In accordance with the FASEBImended guidance on business combinations wedezta liability of $1.3 million representing th
future contingent payments. These anticipatedngsys have been discounted at a per annum rat@?6f The final anticipated payments
subject to change based on the actual gross resgamerated from these acquisitions.
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During fiscal 2009 and 2008, we entered into apsethase agreements to purchase six tax preparaticounting and financial plann
businesses. In each case, the purchase priceid tega percentage of gross revenue generatedtfrerpreparation of tax returns, accoun
services and financial planning revenues from tdigenerated during a one to five-year peri@dmmencing on the first quarter end aftel
acquisition date and each #dy period thereafter, we will pay the seller astaiment payment based on a percentage of gressue
generated during a one to fiyear period after the closing date less all priayments received. Payments made as of Decembe2031
totaled $1.6 million in the aggregate. No lialilwill be recorded until the contingency is detarable beyond a reasonable doubt. Base
an estimate of these future revenues, we expeavilWdave a contingent liability of $0.2 million,ubject to change based on actual fu
revenues earned.

9. DISPOSITIONS

On November 1, 2010, we sold the assets of anedfificated in Mahopac, New York, including cliest$i and goodwill, for a purchase pric:
$158.0 thousand of which $0.1 million was paid awvémber 19, 2010 and the balance is due on ordéforil 30, 2011.

10. DEBT
December 31 June 30,
(in thousands 2010 2010
2008 Notes (a $ 2,852 $ 2,90z
Note Payable for Insuran: 107 21
2010 Notes (b 60C -
Capitalized Lease Obligatiol 53€ 572
Total 4,09t 3,49t
Less: Current Portio (4,04%) (53¢
Total $ 52 $ 2,957

(a) On October 31, 2008 we commenced the 2008 iBffewhich was amended on December 8, 2008, Seie®t2009, December 16, 20
February 11, 2010 and March 29, 2010. The seesritifered for sale in the 2008 Offering, as amdndere: $3.8 million of notes wi
interest at 10.0% (the “2008 Notesid $0.4 million, or 3.5 million shares of our $Dfar value common stock with a price of $0.10gbar:
(the “Shares”).As of December 31, 2010, $3.7 million of the 2008é¢ are outstanding and due July 1, 2011 andrilién, or 1.0 millior
shares, of our common stock were issued pursuahetd008 Offering.

On January 27, 2009, Carole Enisman, Executive Piasident of Operations purchased a $0.2 milli@®82Note of the $3.8 million of 20
Notes. On November 24, 2009 Ms. Enisman purchaseddditional $40.0 thousand 2008 Note and Mictein, President and Ch
Executive Officer purchased a $38.0 thousand 200 Nf the $3.8 million 2008 Notes. The 2008 Natéth Ms. Enisman were amended
March 2, 2010 extending the due date to July 11200he 2008 Note with Mr. Ryan was amended onIA®j 2010 extending the due dat
July 1, 2011. On December 3, 2008 and August @99 2three trusts, of which James Ciocia, Chairpfahe Board is a trustee, purchase
aggregate of $0.6 million of 2008 Notes of the $Bi8ion of the 2008 Notes. The 2008 Notes with trusts were amended on April 19, 2!
extending the due date to July 1, 2011. The Cdaleman, Michael Ryan and James Ciocia as trymteghases are included in related
debt.
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(b) On November 8, 2010, we commenced the Gilmexti& $500,000 Promissory Note Offering, a privaftering of our debt securiti
pursuant to SEC Regulation D (the “2010 OfferingThe securities offered for sale in the 2010 Offgnvere $0.5 million of promissory no
with interest payable monthly at 10.0% (the “2016té¢”). The 2010 Notes are collateralized by a securitgr@¥t in our gross receipts fr
the preparation of income tax returns received ©yrom January 1, 2011 through June 30, 2011 @ress Receipts”)The principal of th
2010 Notes will be paid to the Note holders frora Bross Receipts on March 15, April 15, May 15, dnde 15, 2011, with the balance
principal, if any, paid July 1, 2011. The 2010 @iiig was increased to $0.6 million on December2Dd0 and to $0.7 million on January
2011. As of February 11, 2011 $0.7 million of 8@10 Notes are outstanding from the 2010 Offerimcused by a 14% interest in the Gi
Receipts.

11. STOCK BASED COMPENSATION

We account for stockased compensation using a modified prospectivdicagipn. Under this application, we are requirexd recort
compensation expense using a fair-vabased measurement method for all awards granted thi¢ date of adoption and for the unve
portion of previously granted awards that remaitstanding at the date of adoption. We have adogtegolicy to recognize compensa
expense on a straight-line attribution method.

Changes in our stock option activity during thersignths ended December 31, 2010 were as follows:

Weighted

Average
Shares Exercise Price
Outstanding, June 30, 20 2,620,930 $ 0.1¢
Grantec 721,15: 0.1t
Exercisec - -
Expired - -
Canceled 46,24( 0.1€
Outstanding, December 31, 2C 3,295,851 $ 0.1¢
Exercisable, December 31, 20 582,94( $ 0.2¢

The range of exercise prices for the outstandirtgpop at December 31, 2010 is between $0.10 ariD$6.

During the six months ended December 31, 2010 406¢R1tstanding options at an exercise price ofMére canceled as a result of
employees terminating employment prior to fully tueg.

On October 20, 2010, pursuant to the 2007 Plangkaeted to the independent members of our BoarBiadctors and Jim Ciocia, ¢
Chairman of the Board, in aggregate, $30.0 thougasdmmon stock options, or 721,152 common stqatloas each with an exercise prict
$0.15 and a ten-year term which vest as to 20.0%hethares annually commencing one year afteddbe of grant and which have a Black-
Scholes value at the time of grant determined basdtie closing price of our common stock on thte d@d grant. Additionally, on October .
2010 we issued in the aggregate to these same bmambers $30.0 thousand in common stock, or 600s08fes of restricted common stock.
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12. ACCRUED EXPENSES

Accrued expenses consist of the following:

(in thousands December 31 June 30,
2010 2010
Accrued compensatic $ 46¢ % 281
Accrued bonu: 49 10€
Accrued related party compensation and bc¢ 25 62
Accrued vacatiol 8C 157
Accrued settlement fe 161 61€
Accrued audit fees & tax fet 13t 19¢
Accrued interes 12C 11C
Accrued othe 39:¢ 162
Accrued acquisitions short tet 61t 38
Total Accrued Expenses $ 2047  $ 1,731

13. RELATED PARTY TRANSACTIONS

December 31 June 30,

(in thousands 2010 2010
Prime Partners Note (a) ( $ 50C $ 582
Ciocia as Trustee Note ( 60C 60C
Enisman and Ryan Note ( 24¢ 24¢€
Other Officer's Notes (e) 20C 4

Total 1,54¢ 1,43¢
Less: Current Portion (1,217 (49)

Total $ 337 % 1,38¢

(a) On December 26, 2007, we issued a promissoty imothe amount of $0.3 million to Prime Partnéos related party debt which w
previously included in accrued expenses. The payes interest at the rate of 10.0% per annum. nidte is payable over 31 months. On
31, 2010 the note was paid in full.

(b) On September 1, 2008, we issued a $0.5 mifliimmissory note to Prime Partners at 10% integebetpaid in arrears through the end o
previous month on the 18 day of each month commencing on October 15, 20@Bpaimcipal due on or before July 1, 2009 (thrrithe
Partners Note”).The Prime Partners Note was amended as of Jun2089, to extend the due date of principal to Jul2@10. The Prirr
Partners Note was again amended as of May 5, 20&@tend the due date of principal to July 1, 20Ihe Prime Partners Note was a
amended as of August 1, 2010 to provide for 42 tigrgayments of $15,007.91 comprised of principal anterest at 10% on the ¥Yxay o
each month commencing on August 15, 2010 and endimganuary 15, 2014. Up to and including June2B1, in the event that
determine that we cannot make a payment on thehiyothte date, we may defer the payment by sendhittew notice to Prime Partners. £
payment so deferred, shall be paid by adding each geferred payment to the 42 month amortizatidredule as an increased mon
payment commencing on August 15, 2011. In the ethet we are in default on any of the promissartes issued in the Offering (see Not
within 30 days from written notice by us, Prime tRars shall repay to us all principal payments ested in the notice. This repayrr
obligation is secured by Prime Partrse€xecution of a collateral assignment of a proonissiote owed by Daniel R. Levy to Prime Part
dated January 23, 2004 in the original principabant of $0.9 million and with a present outstandmmincipal balance of $0.4 million. The
shall be no fees owed by us to Prime Partnersrgrlate payments and no acceleration of the PriamnBrs Note as a result of any
payments.

(c) On December 3, 2008, three trusts of which afiecia is a trustee purchased an aggregate 8fridlion of the 2008 Notes issu
pursuant to the 2008 Offering in reliance uponakemption from registration in Rule 506 of ReguatD. On August 19, 2009, these tr
purchased an additional $0.3 million of the 2008d¥0 The 2008 Notes with the trusts were amendedipoil 19, 2010 extending the due ¢
to July 1, 2011. See Note 10.

(d) On January 27, 2009, Carole Enisman purchas®d.zamillion 2008 Note pursuant to the 2008 Offgri On November 24, 2009 I
Enisman purchased an additional $40.0 thousand B8 and Michael Ryan, President and Chief Exeeu®fficer, purchased a $3
thousand 2008 Note of the $3.8 million 2008 Notdwe 2008 Notes with Ms. Enisman were amended orciM2y 2010 extending the due ¢
to July 1, 2011. The 2008 Note with Mr. Ryan waseaded on April 19, 2010 extending the due datkitp 1, 2011. See Note 10.

(e) On December 16, 2010 we issued a $0.1 milllmmjssory note to Ted Finkelstein, our Vice Prestd&eneral Counsel and Secretal
$64.0 thousand promissory note to Ms. Enisman a®8620 thousand promissory note to Mr. Ryan. Thedes are collateralized by secu
interests in the Gross Receipts at an interesfal®% per annum with principal to be paid on efdoe April 1, 2011



At December 31, 2010, the aggregate amount we ¢oveslated parties was $1.5 million.
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14. SUBSEQUENT EVENTS

On February 2, 2011, we paid $0.1 million to a rfotéder in the 2008 Offering. As of February 1012 we have outstanding $3.6 millior
2008 Notes from the 2008 Offering.

On January 25, 2011, the 2010 Offering was incietés&0.7 million. As of February 11, 2011 $0.7lion of the 2010 Notes are outstanc
from the 2010 Offering secured by a 14% intereshenGross Receipts.
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ITEM 2. MANAGE MENT 'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND RESULTS OF OPERATIONS

This Iltem 2 contains forward-looking statements.ofwvard-looking statements in this Quarterly Repooh Form 10Q are subject to
number of risks and uncertainties, some of whichealbeyond our control. Our actual results, performee, prospects, or opportunities coi
differ materially from those expressed in or implidy the forwardlooking statements. Additional risks of which weeanot currently awar
or which we currently deem immaterial could also wse our actual results to differ, including thoseisgussed in the sections entitl
“Forward-Looking Statements” and “Risk Factorsincluded elsewhere in this Quarterly Report as wadl those risk factors discussed in
section entitlec*Risk Factors” in our annual report on Form 10-K.

Overview

We provide federal, state and local income taxrrefreparation for individuals predominantly in miiel and upper income brackets

accounting services to small and midsize compaanek financial planning services, including secesitbrokerage, investment managetr
services, insurance and financing services. ieften consider other aspects of their financgdds such as investments, insurance, pe
and estate planning, while having their tax retysnspared by us. We believe that our tax retueparation and accounting services
inextricably intertwined with our financial planmjractivities. The two channels leverage off eadientimproving economies of scale

client retention. The financial planners who pdvisuch services are our employees or independamtactors and are registe
representatives of Prime Capital Services, IncC8P, a wholly owned subsidiary. PCS conducts a seesritirokerage business provic
regulatory oversight and products and sales suppats registered representatives, who sell ingestt products and provide services to 1
clients. PCS earns a share of commissions fronséineices that the financial planners provide teirtielients in transactions for securit
insurance and related products. PCS is a registegeurities broker-dealer with the Securities &xdhange Commission (“SECEnd ¢
member of the Financial Industry Regulatory Autho(fFINRA"). We also have a wholly owned subsidiary, Asset &ahRtial Planning, Lt
(“AFP™), which is registered with the SEC as an investmduisar. Almost all of our financial planners atemauthorized agents of insura
underwriters. We have the capability of procesgmsgirance business through PCS and Prime FinaBeraices, Inc. (“PFS™a wholly owne:
subsidiary, which are licensed insurance brokeysyell as through other licensed insurance brokére.are a licensed mortgage broker ir
States of New York and Pennsylvania. GC Capitap@ration, a wholly owned subsidiary of the Compaisya licensed mortgage broke
the State of Florida. PCS also earns revenues itostrategic marketing relationships with certainduct sponsors (“PCS Marketingthich
enables PCS to efficiently utilize its training, nketing and sales support resources.

The Company office financial planning clients gexlgrare introduced to us through our tax returgpairation services, accounting services
educational workshops. We believe that our taxrrefreparation and accounting services are inetihc intertwined with our financi
planning activities in our Company offices and theérall profitability will depend, in part, on theo channels leveraging off each other s
many of the same processes, procedures and systgpsert sales from both channels. Accordingly, ag@ment views and evaluates
Company as one segment.
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We also provide financial planning services throagiproximately 40 independently owned and operaffices in 11 states. We benefit fr
economies of scale associated with the aggregatiiption of both Company offices and independemiiyed offices. Our Annual Reports
Form 10-K, Quarterly Reports on Form 10-Q and QurrBeports on Form B- can be obtained, free of charge, on our web al

www.gtax.com.

For the three months ended December 31, 2010, sippately 6.0% of our revenues were earned fromptaparation and accounting serv
and approximately 94.0% were earned from all fim@nplanning and related services, of which apprately 72.0% were earned fr
brokerage commissions, 24.0% from asset manage®6@b, from insurance, and 1.0% from PCS Marketing.

The tax preparation business is a highly seasamahbss. The first and second quarters of oualfigear are typically our weakest quarters
the third quarter of our fiscal year is typicallyrcstrongest.

During the three months ended December 31, 201(hadea net loss of $1.1 million compared to a oss lof $1.4 million during the thr
months ended December 31, 2009. Financial planrésenues were higher by $0.3 million for the ¢hneonths ended December 31, Z
versus the same period last year, mostly due toawgal market conditions. Tax preparation and aeting services revenue decreased
million for the three months ended December 31,020drsus the same period last year due to attriiwh the disposition of one tax
accounting services office, offset in part by tvegaisitions made in fiscal 2010.

We are seeing signs of economic improvement, wéiraoe to control our overall operating expensesl, wa remain committed to investing
the continuing development of our network of finmhcepresentatives and to acquiring additional pagparation and accounting firms
increase our client base and accounting businepara®f our longeerm strategy for growing revenues and earninge. afé continuing to p
forth a strong financial representative recruiteffprt. The financial impact of new recruits coutike several months for revenue on
accounts to become recognizable. If this programat successful in generating additional revertive,result will be continued downw:
pressure on total revenues in future quarters wilstart to more significantly benefit from thdeet of the greater sale of products
generate recurring income. In an effort to faai#t identifying potential acquisitions, we havenelbed an advertising campaign involy
targeted direct mail, a customized website and undoand outbound telemarketing to prospect fordedle cannot predict whether
advertising campaign will have the desired effertd if we do not have adequate capital to fundeHogtire acquisitions, we may not be abl
acquire all of the acquisitions available to us.

Managed Assets
As indicated in the following table, as of DecemBgr 2010, assets under AFP management decred$édd). $4.2 million, to $606.6 millio
from $610.8 million as of September 30, 2010. Tdeéxrease is mostly attributable to a net remo¥a#%6 million of our money und

management due to attrition amongst our indepenfilesnicial planners, offset in part by improved kedrconditions. As of December
2010, total Company securities under custody waré Billion, up 0.4%, or $12.5 million from Septeent80, 2010.
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The following table presents the market valuesssets under AFP management:

(in thousands)
Total Assets Under

Market Value as of Annuities Brokerage Management
12/31/201C $ 220,87¢ $ 385,68. $ 606,55¢
9/30/201C $ 227,26  $ 383,52( % 610,78«

The following table presents the market valueotd#ltCompany securities under custody. The numib@rsot include fixed annuities.

(in thousands) Total Company
Securities
Market Value as of Under Custody
12/31/201C $ 3,566,11!
9/30/201C $ 3,553,62

RESULTS OF OPERATIONS — THREE MONTHS ENDED DECEMBER 31, 2010 COMPARED TO THREE MONTHS ENDED
DECEMBER 31, 2009

Revenue
The following table presents revenue by produ& Bnd brokerage revenue by product type:

For the Three Months Ended December 31

% of Total % of Total

(in thousands % Change Revenue Revenue
Consolidated Revenue Detai 2010 2009 201(-2009 2010 2009
Revenue by Product Line
Brokerage Commissions Rever $ 6,30¢ % 6,25¢ 0.8% 67.5% 67.%%
Insurance Commissiot 277 244 13.5% 3.C% 2. 7%
Advisory Fees(1) 2,10¢ 1,91¢ 9.9% 22.€% 20.8%
Tax Preparation and Accounting F¢ 52¢€ 64¢ -18.£% 5.6% 7.C%
Lending Service 10 67 -85.1% 0.1% 0.7%
Marketing Revenue 11E 77 49.4% 1.2% 0.%

Total Revenu $ 9,34C $ 9,20¢ 1.4% 100.(% 100.(%
Brokerage Commissions Revenuby Product

Type
Mutual Funds $ 93¢ % 1,14¢ -18.2% 10.(% 12.4%
Equities, Bonds & Unit Investment Trus 78< 33¢ 131.% 8.4% 3.7%
Annuities 1,70¢ 2,36¢ -28.(% 18.2% 25.7%
Trails (1) 2,17¢ 1,74 24.% 23.%% 18.%
All Other Product: 70¢ 664 6.6% 7.6% 7.2%

Brokerage Commissions Revenue $ 6,306 $ 6,25¢ 0.8% 67.5% 67.$%

(1) Advisory fees represent the fees charged byCibrapany’s investment advisors on clisn’ssets under management and is calculate
percentage of the assets under management, omaaldrasis. Trails are commissions earned by PQ8eabroker dealer each year a client’
money remains in a mutual fund or in a variableudiyraccount, as compensation for services rendereghe client. Advisory fees and tr:
represent recurring revenue. While these feesrgenasubstantially lower first year revenue thanstrmommission products and are n
susceptible to fluctuations in the financial maskéhe recurring nature of these fees providegtgoin for accelerating future revenue growth.
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The following table sets forth a breakdown of oonsolidated financial planning revenue by compawped offices and independent offices
for the three months ended December 31, 2010 a@8: 20

For Three Months Ended December 31

% of % of
(in thousands 2010 Total 2009 Total
Compan-Owned Offices $ 4,404 50.(% $ 4,03t 47.1%
Independent Offices 4,41( 50.(% 4,52¢ 52.9%
Total $ 88l $  8,56(

Our total revenues for the three months ended Dbeerl, 2010 were $9.3 million compared to $9.2iomil for the three months enc
December 31, 2009, an increase of $0.1 million.d#d Our total revenues for the three months emdeekmber 31, 2010 consisted of ¢
million for financial planning services and $0.5lllmh for tax preparation and accounting servicBfancial planning services represel
approximately 94.0% and tax preparation and ac@ogiservices represented approximately 6.0% oftatat revenues during the three moi
ended December 31, 2010. Our total revenues &othtee months ended December 31, 2009 consist®8.@fmillion for financial plannir
services and $0.6 million for tax preparation aedoanting services. Financial planning serviceggagented approximately 93.0% and
preparation fees and accounting services reprasemproximately 7.0% of our total revenues during three months ended Decembel
20009.

For the three months ended December 31, 2010,dialgplanning revenue was $8.8 million compare®&&®% million for the same period |
year. This increase in financial planning reveisumostly attributable to improved market condison For the three months ended Decel
31, 2010, revenues from trails and advisory feesesed to $4.3 million, up $0.6 million or 17.086r the three months ended Decembe
2009. The increase in recurring revenues is madthipbutable to more assets under managementpi¢t@ber 30, 2010, at which time fees
determined and revenue is recognized during theethmonths ended December 31, 2010, compared witbatine period last year.

Tax preparation and accounting services revenued@asmillion for the three months ended Decemider2®10 down $0.1 million from t|
same period last year. The majority of this deseed tax preparation and accounting services reves attributable to attrition and -
disposition of one tax and accounting serviceseffoffset in part by the two acquisitions madésoal 2010.

Expenses

Our total operating expenses for the three montkde@ December 31, 2010 were $10.2 million, dowi3 $@illion or 2.9%, compared to $1!
million for the three months ended December 31920Dhis decrease is mostly due to reduced settlentbis year as we recorded $0.3 mil
in the same period last year as a result of the’SB@ler Instituting Administrative Cease-And-Dédtsoceedings (the “Instituting Ordér”
further described below und@art Il. Item 1. Legal Proceedings. This decrease was partially offset by higher satadue to changes in
broker dealer compliance department and higherdsegle fees due to an increase in revenues.
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Commission expense was $5.7 million for the thremtims ended December 31, 2010, compared with $8l@mifor the same period le
year. Financial planning commission expense asreeptage of financial planning revenue was appratély 65.0% for the three mon
ended December 31, 2010, consistent with our figeal ended June 30, 2010 which was 64.0% and @od% compared with 68.0% for
same three months ended December 31, 2009. THisw#ilion decrease is the result of $0.3 millionhigher realized commission expens
the three months ended December 31, 2009, offsatliycrease in revenues for the three months ebdedmber 31, 2010.

Salaries, which consist primarily of salaries, tethpayroll taxes and employee benefit costs, as@d $0.1 million or 4.3% to $2.0 million
the three months ended December 31, 2010 comparbe same period last year. This increase islynts result of changes in our bro
dealer compliance department as well as due tohims from acquisitions made during fiscal 2010.

General and administrative expenses decreasedn$ili@n or 15.3% in the three months ended Decen8igr2010 compared with the s
period last year. This decrease is primarily altesf the Instituting Order, which resulted in $0million of fines and penalties being accr
during the three months ended December 31, 20@@rided below unddPart |1. Item 1. Legal Proceedings. This decrease is offset in part
higher professional fees for consultants ($0.liom)l as required by the Instituting Order.

Advertising expense decreased by $0.1 million, 20%, for the three months ended December 31, 20ffpared with the same period
year. This decrease is primarily attributable to efforts to find more cost effective advertisicigannels to grow brand awareness and d
the timing of our efforts.

Brokerage fees and licenses increased $0.1 mifionthe three months ended December 31, 2010 cadpaith the same period |
year. This increase is mostly due to improvemantevenue and the increase in the value of asselsr management at September 30, 2C
which time fees are determined and revenue is rézed during the three months ended December 31) 20mpared with the same period
year.

Rent expense increased by 2.4%, or $16.0 thousartid three months ended December 31, 2010 conhpatbe same period last year.
increase is mostly attributable to the two acquisg made during fiscal 2010, offset in part by digposition of one location during the tk
months ended December 31, 2010.

Depreciation and amortization expense decreaseiRip6, or $39.0 thousand for the three months eflEsmber 31, 2010 compared v
the same period last year. This decrease is ynatitibutable to certain assets reaching theirdapreciable lives and the disposition of
office, offset in part by increases in depreciatima amortization as a result of the two acquisgimade in fiscal 2010.

Our loss from operations before other income amesge decreased to $0.9 million for the three nwetided December 31, 2010 compar:
a loss of $1.3 million for the three months endest®&nber 31, 2009. The decrease in loss from apesatvas primarily attributable to higl
financial planning revenue and lower commissionesge during the three months ended December 31) 26d a decrease in clai
settlement of $0.3 million as a result of the lnging Order last year. These were offset in pgriower tax and accounting revenues me
due to attrition and the disposition of one tax andounting services office and an increase irrisalanostly the result of changes in our bri
dealer compliance department as well as due tohies from acquisitions in fiscal 2010.
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Total other income/(expense) was a net expens®.@f iillion for the three months ended December281,0, an increase of $0.1 milli
compared with the same period last year. This&ee is mostly the result of the loss resultingiftbe disposition of one office.

Our net loss for the three months ended Decemhe2@®0 was $1.1 million, or $(0.01) per basic aildteld share, compared with net los
$1.4 million, or $(0.01) per basic and diluted €h&or the three months ended December 31, 2008. dEicrease in net loss was prims
attributable to higher financial planning revenwaesl lower commission expense during the three nsoattded December 31, 2010 at
decrease in claims settlement of $0.3 million assalt of the Instituting Order. These were ofisgbart by lower tax and accounting rever
mostly due to attrition and the disposition of dag and accounting services office, an increasgalaries mostly the result of changes in
broker dealer compliance department as well astalueew hires from acquisitions in fiscal 2010 ahd toss resulting from the dispositior

one office.

RESULTS OF OPERATIONS —SIX MONTHS ENDED DECEMBER 31, 2010 COMPARED TO SIXMONTHS ENDED DECEMBER
31, 2009

Revenue
The following table presents revenue by produ& Bnd brokerage revenue by product type:

For the Six Months Ended December 31

% of Total % of Total

(in thousands % Change Revenue Revenue
Consolidated Revenue Detai 2010 2009 201(-2009 2010 2009
Revenue by Product Line
Brokerage Commissions Rever $ 12,48¢ % 12,48¢ 0.C% 66.2% 68.(%
Insurance Commissior 66¢ 50t 32.2% 3.6% 2.8%
Advisory Fees(1) 4,245 3,73¢ 13.6% 22.5% 20.4%
Tax Preparation and Accounting F¢ 1,15¢ 1,32¢ -12.€% 6.1% 7.2%
Lending Service 96 14¢ -35.6% 0.5% 0.8%
Marketing Revenue 217 154 40.% 1.1% 0.8%

Total Revenu $ 1887¢  $ 18,36: 2.8% 100.(% 100.(%
Brokerage Commissions Revenuby Product

Type
Mutual Funds $ 1832 $ 2,10¢ -13.1% 9.7% 11.5%
Equities, Bonds & Unit Investment Trus 1,39¢ 692 102.2% 7.4% 3.8%
Annuities 3,57¢ 4,12°¢ -13.2% 19.(% 22.4%
Trails (1) 4,33 3,76¢ 15.(% 23.(% 20.5%
All Other Products 1,347 1,79¢ -25.(% 7.1% 9.8%

Brokerage Commissions Revenue $ 12,48¢  $ 12,48¢ 0.C% 66.2% 68.(%

(1) Advisory fees represent the fees charged byCibmapany’s investment advisors on clisn’ssets under management and is calculate
percentage of the assets under management, omaaldrasis. Trails are commissions earned by PCiBeabroker dealer each year a client’
money remains in a mutual fund or in a variableudiyraccount, as compensation for services rendereghe client. Advisory fees and tr:
represent recurring revenue. While these feesrgenasubstantially lower first year revenue thanstrmommission products and are n
susceptible to fluctuations in the financial maskéhe recurring nature of these fees providestgoin for accelerating future revenue growth.
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The following table sets forth a breakdown of oonsolidated financial planning revenue by compawped offices and independent offices
for the six months ended December 31, 2010 and:2009

For Six Months Ended December 31

% of % of
(in thousands 2010 Total 2009 Total
Compan-Owned Offices $ 8,97¢ 50.7% $  8,21- 48.2%
Independent Offices 8,73¢ 49.2% 8,82 51.8%
Total $ 17,715 $ 17,03t

Our total revenues for the six months ended Decerihe 2010 were $18.9 million compared to $18.4liaml for the six months end
December 31, 2009, an increase of $0.5 million.88&2 Our total revenues for the six months endedember 31, 2010 consisted of $:
million for financial planning services and $1.2llmh for tax preparation and accounting servicBfancial planning services represel
approximately 94.0% and tax preparation and ac@ogirservices represented approximately 6.0% oftotal revenues during the six mor
ended December 31, 2010. Our total revenues tosith months ended December 31, 2009 consisted @D3nillion for financial plannin
services and $1.3 million for tax preparation aedoanting services. Financial planning serviceggagented approximately 93.0% and
preparation fees and accounting services reprasapigroximately 7.0% of our total revenues durtmg gix months ended December 31, 2009.

For the six months ended December 31, 2010, fiaaptanning revenue was $17.7 million compared1td.@ million for the same period |
year. This increase in financial planning reversumostly attributable to improved market conditorf-or the six months ended Decembe
2010, revenues from trails and advisory fees irsddo $8.6 million, up $1.1 million from $7.5 nolh for the six months ended Decembel
2009, representing a 14.3% increase in recurringmee. This increase in recurring revenues is Inadtributable to more assets un
management and securities under custody at Jur030,and September 30, 2010, at which time fezg@ermined and revenue is recogn
during the six months ended December 31, 2010, aoedpwith the same period last year.

Tax preparation and accounting services revenuebd/@smillion for the six months ended DecemberZ1,0 compared to $1.3 million for
same period last year. The majority of this deseed tax preparation and accounting services reves attributable to attrition and -
disposition of one tax and accounting serviceseffoffset in part by the two acquisitions madésoal 2010.

Expenses

Our total operating expenses for the six monthsdridecember 31, 2010 were $20.7 million, up $0.Bianior 1.3%, compared to $2(
million for the six months ended December 31, 200Ris increase is due to increased commissionresgef $0.5 million resulting from
increase in financial planning revenue and duéa¢onix of production on the employee channel wheteb higher producing representati
are on the average at a higher pay out than tlie gxtol of representatives on the employee chamfislet in part by a decrease in general
administrative expense mostly as a result of tistitliting Order, which resulted in fines and peiralf $0.3 million during the three mon
ended December 31, 2009 and due to other costgsawiitiated during the six months ended DecemltefB810. Offsetting these savings v
higher professional fees for consultants ($0.2iom)l as required by the Instituting Order.
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Commission expense was $11.5 million for the sixithe ended December 31, 2010, compared with $1il@mfor the same period le
year. Commission expense increased 4.8%, or $Dli6mdue to the increases in financial plannieyenue. Financial planning commiss
expense as a percentage of financial planning teveras approximately 65.0% and 64.0% for the sixtimoended December 31, 2010
December 31, 2009, respectively. This increasa percentage of revenue is attributable to the shigroduction on the employee char
whereby the higher producing representatives aréheraverage at a higher pay out than the entiod glrepresentatives on the emplo
channel.

Salaries, which consist primarily of salaries, tethpayroll taxes and employee benefit costs, welaively unchanged for the six mon
ended December 31, 2010 compared to the same pasiogkar as increases in our compliance depattstafiing and increases resulting fr
acquisitions made during fiscal 2010 were offsgiarnt by savings from staff cuts made in other @tkaing the same period last year.

General and administrative expenses decreasedrllich or 9.2% in the six months ended December2®il0 compared with the same pe
last year. This decrease is primarily a resuthefInstituting Order, which resulted in fines grahalties in the amount of $0.3 million recor
during the three months ended December 31, 200®eerall reduced operating expenses, offset inipategal fees incurred this year rele
to the Instituting Order.

Advertising expense decreased by 11.0%, or $4@&0sdnd, for the six months ended December 31, 26ftpared with the same period
year. This decrease is primarily attributable to efforts to find more cost effective advertisiclgannels to grow brand awareness and d
the timing of our efforts.

Brokerage fees and licenses increased by 7.09840%housand for the six months ended Decembe2@ll) compared with the same pe
last year. This increase is mostly due to improzets in revenue and the increase in the valuesaftasinder management at June 30, 201
September 30, 2010 at which time fees are detedrane revenue is recognized during the six montite@ December 31, 2010 comps
with the same period last year.

Rent expense increased by 2.1%, or $28.0 thousarttié six months ended December 31, 2010 compartte same period last year. 1
increase is mostly attributable to the two acqioisg made during fiscal 2010, offset in part by theposition of one location during the
months ended December 31, 2010.

Depreciation and amortization expense decreasetilt8f6, or $0.1 million for the six months ended &wber 31, 2010 compared with

same period last year. This decrease is mostipuatihble to certain assets reaching their fullrdefable lives and the disposition of one off
offset in part by increases in depreciation andréiragion as a result of the two acquisitions madfscal 2010.
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Our loss from operations before other income amkesge decreased to $1.9 million for the six moetited December 31, 2010 compare
$2.1 million for the six months ended DecemberZ9. This decrease is primarily a result of tigituting Order, which resulted in fines
penalties in the amount of $0.3 million recordedinty the three months ended December 31, 2009 aerhlb reduced operating expen:
offset in part by legal fees incurred this yeaatedl to the Instituting Order.

Total other income/(expense) was a net expensé & ®illion for the six months ended December 311@ an increase of $0.1 milli
compared with the same period last year. This&ee is mostly the result of the loss resultinghftbe disposition of one office.

Our net loss for the six months ended Decembe2810 was $2.2 million, or $(0.02) per basic andtéill share, compared with net los
$2.3 million, or $(0.02) per basic and diluted héor the six months ended December 31, 2009. d&isease is primarily a result of
Instituting Order, which resulted in fines and géea in the amount of $0.3 million recorded durthg three months ended December 31,
and overall reduced operating expenses, offsetihlyy legal fees incurred this year related toltigtituting Order and by the loss resul
from the disposition of one office.

LIQUIDITY AND CAPITAL RESOURCES

During the six months ended December 31, 2010,eaézed a net loss of $2.2 million and at Decen8fer2010 we had a working cap
deficit of $7.7 million. At December 31, 2010 wadch$0.5 million of cash and cash equivalents ané 8gllion of trade accounts receival
net, to fund short-term working capital requirenserRCS is subject to the SEC's Uniform Net Capttale 15¢31, which requires that P(
maintain minimum regulatory net capital of $100,G0@l, in addition, that the ratio of aggregate biddness to net capital, both as defi
shall not exceed 15 to one. At December 31, 204 @vere in compliance with this regulation.

On December 16, 2010 we issued a $0.1 million pssary note to Ted Finkelstein, our Vice Presid€eneral Counsel and Secretary, a $
thousand promissory note to Carole Enisman, ouclke Vice President of Operations, and a $36dushnd promissory note to Mich
Ryan, our President and CEO. These notes areterallzed by security interests in our gross resefppm the preparation of income
returns received by us from January 1, 2011 thralugte 30, 2011 (the “Gross Receiptat)an interest rate of 10% per annum with princip
be paid on or before April 1, 2011.

On November 8, 2010, we commenced the Gilman Cigs{0,000 Promissory Note Offering, a private offgrof our debt securities pursu
to SEC Regulation D (the “2010 Offering"Y.he securities offered for sale in the 2010 Offgnmere $0.5 million of promissory notes v
interest payable monthly at 10.0% (the “2010 NogteThe 2010 Notes are collateralized by a securitgregt in our Gross Receipts. °
principal of the 2010 Notes will be paid to the Blbiblders from the Gross Receipts on March 15,IAgriMay 15, and June 15, 2011, with
balance of principal, if any, paid July 1, 2011heT2010 Offering was increased to $0.6 million aac@mber 13, 2010 and to $0.7 million
January 25, 2011. As of February 11, 2011 $0.H#amibf the 2010 Notes are outstanding from the@®Qffering secured by a 14% interes
the Gross Receipts.
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On October 31, 2008 we commenced the Gilman CiG@ommon Stock and Promissory Note Offering, a pevatfering of our securitit
pursuant to SEC Regulation D (the “2008 OfferingThe 2008 Offering was amended on December 8, 2888tember 3, 2009, December
2009, February 11, 2010 and March 29, 2010. Theries offered for sale in the 2008 Offering,aasended were: $3.8 million of notes v
interest at 10.0% (the “2008 Notesid $0.4 million, or 3.5 million shares of our $Dfar value common stock with a price of $0.10gker:
(the “Shares”).As of December 31, 2010, $3.7 million of the 200&é¢ are outstanding and due July 1, 2011 andrii&n, or 1.0 millior
shares, of our common stock were issued pursuahetd008 Offering.

On or before July 1, 2011 we have $2.8 milliontaf 2008 Notes, $0.7 million of the 2010 Notes, ancdditional $1.1 million of related ps
notes becoming due. Our ability to satisfy these ather obligations depends on our future findngé&formance, which will be subject
prevailing economic, financial, and business cood&. Capital requirements, at least in the neant are expected to be provided by «
flows from operating activities, cash on hand at@&wsber 31, 2010, extensions of due dates on exiatites or a combination thereof. To
extent future capital requirements exceed cashao Iplus cash flows from operating activities, wdicpate that working capital will |
financed by the further sales of securities thropghate offerings. We are also continuing to cohbperating expenses and are implemei
our acquisition strategy to increase earnings asth ow. While management believes that capi&@y tme available, there is no assurance
such capital can be secured. Additionally, thene lse no assurance that our cost control measultgzrevide the capital needed which co
adversely impact our business, nor can we assarexiensions of due dates on existing notes.

While we believe that payments to tax preparatioth accounting practices which we have acquired the&en and will continue to be func
through cash flow generated from those acquisitiores need additional capital to fund initial payngeon future acquisitions. If we do
have adequate capital to fund those future acgurisitwe may not be able to acquire all of the &itjons available to us which could resul
our not fully realizing all of the revenue whichght otherwise be available to us.

On June 30, 2009, the SEC executed the Instit@irdger described in Note 4 to our consolidated fongrstatements included herein, alleg
that the Company, PCS and the Representatives eagadraudulent sales of variable annuities tdaecitizens and that Ryan, Rudden
two of the Representatives failed to supervisevtivéable annuity transactions.

Hearings were held before an Administrative Lawgiidommencing on December 1, 2009 and ending Jad6ak010. On March 16, 20:
the SEC approved the Offer of Settlement by the gamy and PCS regarding the Instituting Order (tBettlement”). The SEC executed
Order Making Findings and Imposing Remedial Samsti®ursuant to Section 8A of the Securities ActtiSes 15(b) and 21(c) of t
Securities Exchange Act, and Section 203(f) ofAHgisers Act as to the Company and PCS (the “Setfdg Order”).

A settlement was not reached with the SEC by RRaldden and the Representatives.
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Except as to the SE€jurisdiction over them and the subject mattethef Instituting Order, the Company and PCS agreetid Settleme
without admitting or denying the findings containedthe Settlement Order. The Company and PCSechossettle to avoid costly a
protracted litigation.

PCS agreed to pay disgorgement of $97,389 andduejant interest of $46,874, for a total paymerb§4,263 within twenty (20) days fr
the issuance of the Settlement Order, which wad pai March 29, 2010. The Company agreed to pay penalties of $450,000 a
disgorgement of $1.00. Payment of the civil peealby the Company was to be made in the follownsgallments: $53,824 was to be |
within twenty (20) days of the issuance of the IBetent Order and was paid on March 29, 2010; $B#y@as to be paid within 180 days fr
the issuance of the Settlement Order; and $198y@88to be paid within 364 days from the issuancéhef Settlement Order, with post-
judgment interest due on the second and third lingtats. $100,000 of the second installment was pa September 15, 2010 with
balance of $98,088 paid on October 12, 2010. &he payment resulted in the SEC accelerating thid thstallment, which was paid
December 31, 2010, including interest in the amadiapproximately $8.0 thousand.

On June 25, 2010, the Administrative Law Judge e@dsan Initial Decision concerning Ryan, Rudden dne Representatives. 1
Administrative Law Judge ordered that Ryan and Radehch pay a civil money penalty of $65,000. Iditaeh, the Administrative Law Jud
ordered that Ryan and Rudden are prohibited frawirgein a supervisory capacity with any brokeralée, or investment adviser with the ri
to reapply after one year. The Initial Decisiorcdme effective on August 5, 2010. On August 11,02@®ur Board of Directors adopte
resolution agreeing to indemnify Ryan and Ruddentfe $65,000 civil money penalties.

In addition, all claims involving the variable arityusales practices of certain registered repregimets of PCS that involve the Instituting O1
and the Settlement Order have been interrelatdtidoinsurance carrier. The total remaining insceacoverage for all of these claims has |
reduced from $1.0 million to $0.4 million after tieig claims. As a result of this decreased insueacoverage, we could be required to
significant additional costs out of pocket, whicbhuwld have a material adverse effect on our workigjtal and our results of operations.

Our net cash used in operating activities was $ilion for the six months ended December 31, 20ddnpared with net cash usec
operating activities of $1.3 million for the six mths ended December 31, 2009. The increase irasft used in operating activities
primarily attributable to a higher June 30, 201éhaassion payable balance, which can be attribudeghtincrease in revenue during the m
of June 2010 year-over-year, offset in part byveelonet loss.

Net cash provided by investing activities was $illion for the six months ended December 31, 2@bnpared with net cash usec
investing activities of $0.4 million for the six mihs ended December 31, 2009. Although we conttou@vest in acquisitions of tax &
accounting services, contingent liability paymemtsited to two acquisitions in 2008 and 2009 wexiel fn full prior to the six months enc
December 31, 2010. Payments made on these twasdmmns in the same period last year exceedep#yenents made for the most re«
acquisitions during the six months ended Decemlie2310. Additionally, proceeds from the sale wfodfice provided cash in the amoun
$0.1 million. We provide certain loans as a wawtiwact new financial planners. Consistent witthustry practice, some of these loans wi
forgiven if the financial planner meets certaing@&rmined production targets and/or length ofisergommitments. During the three mot
ended December 31, 2010, these loans decreasddi byndilion as the amount of forgiveable loans meweegistered representatives decre
yea-over-year.
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Net cash provided by financing activities was $@ullion for the six months ended December 31, 26@thpared with net cash provided
financing activities of $1.7 million for the six mths ended December 31, 2009. The decrease tasbktprovided by financing activities
be attributed to the sale of 2008 Notes made dutiegsix months ended December 31, 2009, whichneasepeated during the six mor
ended December 31, 2010.

CRITICAL ACCOUNTING POLICIES
Use of Estimates

The preparation of our financial statements in oomity with GAAP requires management to adopt aotiog policies and make estimates
judgments that affect the amounts reported in thantial statements and the accompanying notetuafcesults could differ from thao
estimates under different assumptions and judgrmamdauncertainties, and potentially could resulniaterially different results under differ
conditions. These critical accounting estimatesraviewed periodically by our independent auditord the audit committee of our boart
directors.

Our critical accounting estimates have not changederially from those disclosed in ManagemeriDiscussion and Analysis of Finan
Condition and Results of Operations included inAnnual Report on Form 10-K for the year ended Bhe2010 as filed with the SEC.

Recent Accounting Pronouncements

In December 2010, the Financial Accounting Stansl&dard (“FASB”)amended its guidance related to Step 1 of the gilddwpairment tes
for reporting units with zero or negative carryiagounts. For those reporting units, an entityetguired to perform Step 2 of the good
impairment test if it is more-likely-than-not theaigoodwill impairment exists. In determining whatlit is more-likely-thamot that a goodwi
impairment exists, consideration should be made agether there are any adverse qualitative fadtalicating that an impairment may ex
The adoption of the new accounting guidance issrpected to have a material impact on our congelitiinancial statements.

In December 2010, the FASB amended its guidanegeetito business combinations entered into by &ty ¢éhat are material on an individi
or aggregate basis. These amendments clarifyimxigiuidance that if an entity presents comparafimencial statements that includ
material business combination, the entity shouttldse revenue and earnings of the combined eagityhough the business combination
occurred during the current year had occurred alseobeginning of the comparable prior annual rigpgmperiod. The amendments also exy
the supplemental pro forma disclosures to includgescription of the nature and amount of materiahrecurring pro forma adjustme
directly attributable to the business combinatioaluded in the reported pro forma revenue and egsni The requirements of the amer
guidance are effective for us July 1, 2011 andyeadibption is permitted. This discloswely guidance will not have a material impact om
results of operations, financial position or cashws.
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In June 2009 , the FASB amended its guidance oriablar Interest Entities (“VIE's”).The amended guidance changes how a con
determines when an entity that is sufficiently ¢alded or is not controlled through voting (or dan rights) should be consolidated. It ¢
requires a company to provide additional disclosweout its involvement with VIE’and any significant changes in risk exposuretduba
involvement. The requirements of the amended atdowy guidance was effective for us July 1, 2016 early adoption was prohibited. 1
adoption of the new accounting guidance did noelasignificant impact on our consolidated finahsfatements.

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

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our senior management is responsible for estahtjshnd maintaining a system of disclosure con@ols procedures (as defined in Rule 13a-
15 and 15dt5 under the Exchange Act) designed to ensurenf@amation required to be disclosed by us in thparts that we file or subr
under the Exchange Act is recorded, processed, swizad and reported within the time periods spedifin the SEC's rules and for
Disclosure controls and procedures include, withauitation, controls and procedures designed tsuea that information required to
disclosed by an issuer in the reports that it filgssubmits under the Exchange Act is accumulatedl @mmunicated to the issu
management, including its principal executive @ffiand principal financial officer, to allow timetiecisions regarding required disclosure.

We have carried out an evaluation under the sugierviand with the participation of our managemertiuding our Chief Executive Offic
and Principal Financial and Chief Accounting Officef our disclosure controls and procedures. dsighing and evaluating disclosure cont
and procedures, we and our management recognizarthalisclosure controls and procedures, no mhtier well designed and operated,
only provide reasonable assurance of achievingddsred control objective. As of December 31, 20ddx, Chief Executive Officer al
Principal Financial and Chief Accounting Officemmtuded that our disclosure controls and procedareffective.

Changes in Internal Controls

During the three months ended December 31, 20Hde tivere no changes in our internal controls oir@antial reporting that materia
affected, or are reasonably likely to materiallfeaf, our internal control over financial reporting
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

On June 30, 2009, the SEC executed an Order lmsgjitddministrative and Cease-And-Desist Proceesliige “Instituting Order”Pursuant t
Section 8A of the Securities Act, Sections 15(kj 2f(c) of the Exchange Act, and Section 203(fjhef Investment Advisers Act of 1940 (
“Advisers Act”) against the Company, PCS, MichaelRan, the Company’s President and CEO (“RyaR9®se M. Rudden, the Ch
Compliance Officer of PCS (“Ruddengnd certain other current and former Company eng@oyepresentatives registered with PCS
“Representatives”)The Instituting Order alleged that the Company, PED8 the Representatives engaged in fraudulens sdlezariabl
annuities to senior citizens and that Ryan, Ruddehtwo of the Representatives failed to supetvisesariable annuity transactions.

The Instituting Order alleged that PCS willfullyngaged in fraudulent conduct in the offer, purchese sale of securities; failed to make
keep current certain books and records relatinigstbusiness for prescribed periods of time; ainl@dareasonably to supervise with a viev
prevent and detect violations of the federal séiegrstatutes, rules and regulations by the Reptrathees.

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

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

The Instituting Order alleged that four of the Regantatives willfully: engaged in fraudulent condirc the offer, purchase and sale
securities; and aided, abetted and caused PC4 to f@ep current certain books and records mejato its business for prescribed perioc
time.

Hearings were held before an Administrative Lawgiildommencing on December 1, 2009 and ending Jad6aR010. 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 Sameti®ursuant to Section 8A of the Securities ActtiSes 15(b) and 21(c) of t
Securities Exchange Act, and Section 203(f) ofAHgisers Act as to the Company and PCS (the “Setfdg Order”).

A settlement was not reached with the SEC by RRaldden and the Representatives.
Except as to the SE€jurisdiction over them and the subject mattethef Instituting Order, the Company and PCS agreetid Settleme

without admitting or denying the findings containedthe Settlement Order. The Company and PCSechossettle to avoid costly a
protracted litigation.
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Under the terms of the Settlement, the Company RG8& agreed to certain undertakings including retgiran Independent Compliar
Consultant to conduct a comprehensive review daf gwgpervisory, compliance and other policies, pcas and procedures related to vari
annuities. On October 20, 2010, the Independentgliance Consultant submitted his report of recomuiadginns to the SEC, which are be
implemented by PCS.

In addition, the Company and PCS consented toinesgnctions pursuant to Section 8A of the SeasiAct and Sections 15(b) and 21(c
the Exchange Act. PCS shall cease and desist éa@mmitting or causing any violations and any futuielations of Section 17(a) of t
Securities Act and Sections 10(b), 15(c) and 1@{ahe 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 Bé@es Act and Sections 10(b) and 15(c
the Exchange Act and Rule 10b-5 thereunder. P@3tenCompany were censured.

PCS agreed to pay disgorgement of $97,389 andduejant interest of $46,874, for a total paymer$1§4,263 within twenty (20) days frc
the issuance of the Settlement Order, which wad pai March 29, 2010. The Company agreed to pay penalties of $450,000 a
disgorgement of $1.00. Payment of the civil péealby the Company was to be made in the follovimsgallments: $53,824 was to be
within twenty (20) days of the issuance of the I8atent Order and was paid on March 29, 2010; $B33y@as to be paid within 180 days fr
the issuance of the Settlement Order; and $198y@88to be paid within 364 days from the issuancéhef Settlement Order, with post-
judgment interest due on the second and third lingtats. $100,000 of the second installment wasl pa September 15, 2010 with
balance of $98,088 paid on October 12, 2010. &he payment resulted in the SEC accelerating thd thstallment, which was paid
December 31, 2010, including interest in the amadirpproximately $8.0 thousand.

On June 25, 2010, the Administrative Law Judge eédsan Initial Decision concerning Ryan, Rudden dhe Representatives. 1
Administrative Law Judge ordered that Ryan and Radehach pay a civil money penalty of $65,000. lditaah, the Administrative Law Jud
ordered that Ryan and Rudden are prohibited frawirgpin a supervisory capacity with any brokeralge, or investment adviser with the ri
to reapply after one year. The Initial Decisiorcéme effective on August 5, 2010. On August 11,02@ur Board of Directors adopte:
resolution agreeing to indemnify Ryan and Rudderitfe $65,000 civil money penalties.

Michael Ryan will continue to serve as the Prediderd CEO of the Company. To ensure that Mr. Rga@s not violate the supervis
restrictions contained in the Initial Decision, oBoard of Directors have imposed a restriction thethibits him from exercising a
supervisory authority over PCS and AFP activitiesPCS and AFP representatives, including our engaeyin their capacity as P
representatives. Our Board of Directors has détegdo Carole Enisman, Executive Vice PresidenOpkrations, any issue that cc
potentially impact the conduct or employment of @SPor AFP registered representative in his or lagacity as a PCS or AFP registe
representative. Ms. Enisman has been instructadatith respect to any such issue, she reportsitdoard of Directors, and not to Mr. Ry
as President of Gilman Ciocia, Inc.

The Administrative Law Judge ordered that the Regmtatives disgorge commissions earned and payneoniey penalties. In addition, 1

Administrative Law Judge ordered that each of thepr@sentatives is barred from association with broker, dealer, or investme
adviser. The Representatives have filed an apgdehe Initial Decision staying their sanctionsxgiang the appeal.
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The Companynd PCS are defendants and respondents in lavesuitINRA arbitrations in the ordinary course ofibgss. As such, we h¢
established liabilities for potential losses frootls complaints, legal actions, investigations arat@edings. In establishing these liabilit
our management uses its judgment to determine riblzapility that losses have been incurred and sorezble estimate of the amount of
losses. In making these decisions, we base ognjedts on our knowledge of the situations, consaita with legal counsel and our histor
experience in resolving similar matters. In maawsuits, arbitrations and regulatory proceedinggs not possible to determine whethi
liability has been incurred or to estimate the antaaf that liability until the matter is close tesolution. However, accruals are revie
regularly and are adjusted to reflect our estimafdbe impact of developments, rulings, adviceafinsel and any other information pertir
to a particular matter. Because of the inhererficdity in predicting the ultimate outcome of legahd regulatory actions, we cannot pre
with certainty the eventual loss or range of loslsited to such matters. If our judgments provéeancorrect, our liability for losses &
contingencies may not accurately reflect actuaddasthat result from these actions, which couldenelly affect results in the period ot
expenses are ultimately determined. PCS has earatsomissions insurance coverage that will covporion of such matters. In additi
under the PCS registered representatives conerach registered representative is responsible deering awards, settlements and cos
connection with these claims. While we will vigosly defend ourselves in these matters, and wiledsinsurance coverage
indemnification to the maximum extent possibler¢hean be no assurance that these lawsuits antdasidsis will not have a material adve
impact on our financial position.

ITEM 1A. RISK FACTORS

Our risk factors have not changed materially frtnose disclosed in Part I, Item 1A of our 2010 ArrRieport on Form 10 as filed with th
SEC on October 13, 2010.
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ITEM 6. EXHIBITS

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

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

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

32.2 Certification of Principal Financial and Chief Aaaating Officer Pursuant to Section 906 of the Saé:=-Oxley Act of 2002
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SIGN ATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

GILMAN CIOCIA, INC.

Dated: February 11, 2011 By: /s/ Michael Ryar
Chief Executive Office

Dated: February 11, 20: By: /s/ Karen Fishe
Principal Financial and Chief Accounting Offic
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EXHIBIT 31.1

CERTIFICATION
I, Michael Ryan, certify that:
1. | have reviewed this Quarterly Report on Form6f Gilman Ciocia, Inc.;

2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanceter which such statements were made, not mislgadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théeport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintairdisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 13&(f) anc
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls anccgatores, or caused such disclosure controls andeguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdirencial reporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and pi@gen this report our conclusions about
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change ia tagistrant's internal control over financial rgjpg that occurred during the registrant's r
recent fiscal quarter that has materially affectedjs reasonably likely to materially affect, thegistrant's internal control over finan:
reporting.

5. The registrant's other certifying officer(s) ahdhave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the registrant's auditors and theitacammittee of the registrant's board of directéos persons performing the equiva
functions):

(a) All significant deficiencies and materi@éaknesses in the design or operation of intecnatrol over financial reporting which
reasonably likely to adversely affect the regidteaability to record, process, summarize and refieincial information; and

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

Date: February 11, 2011

/s/ Michael Ryan
Chief Executive Office
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EXHIBIT 31.2

CERTIFICATION
I, Karen Fisher, certify that:
1. | have reviewed this Quarterly Report on Form6f Gilman Ciocia, Inc.;

2. Based on my knowledge, this report does notaioretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanceter which such statements were made, not mislgadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théeport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintairdisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 13&(f) anc
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls anccgatores, or caused such disclosure controls andeguoes to be designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us by ot
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over ficiahreporting, or caused such internal controlrdirencial reporting to be designed under our
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and pi@gen this report our conclusions about
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change ia tagistrant's internal control over financial rgjpg that occurred during the registrant's r
recent fiscal quarter that has materially affectedjs reasonably likely to materially affect, thegistrant's internal control over finan:
reporting.

5. The registrant's other certifying officer(s) ahdhave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the registrant's auditors and theitacammittee of the registrant's board of directéos persons performing the equiva
functions):

(a) All significant deficiencies and materi@éaknesses in the design or operation of intecnatrol over financial reporting which
reasonably likely to adversely affect the regidteaability to record, process, summarize and refieincial information; and

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

Date: February 11, 2011

/s/ Karen Fishe
Principal Financial and Chief Accounting Offi
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Gilman Ciocia, Inc. (the “Companyfyr the period ended December 31, 2010 as
with the Securities and Exchange Commission onddte hereof (the “Report”), Michael P. Ryan, certify, pursuant to sectioré ff the
Sarbanes-Oxley Act of 2002, that:

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

(2) the information contained in the Repa@itl§ presents, in all material respects, the faialhcondition and results of operations of
Company.

By: /s/ Michael Ryar

Name: Michael Ryar
Chief Executive Office

Date: February 11, 2011
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®&f Gilman Ciocia, Inc. (the “Company™jor the period ended December 31, 201
filed with the Securities and Exchange Commissiarthe date hereof (the “Reportl), Karen Fisher, certify, pursuant to section 966he
Sarbanes-Oxley Act of 2002, that:

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

(2) the information contained in the Repa@itl§ presents, in all material respects, the faialhcondition and results of operations of
Company.

By: /s/ Karen Fishe

Name: Karen Fishe
Principal Financial and Chief Accounting Offic

Date: February 11, 20





