GENERAL MEETING OF THE BOARD OF DIRECTORS
OF THE CENTRAL TEXAS
REGIONAL MOBILITY AUTHORITY

RESOLUTION NO. 09-71

Addition of Gilford Securities, Inc. to the
List of Approved Brokers/Dealers

WHEREAS, the Central Texas Regional Mobility Authority (“CTRMA™) was created pursuant to the
request of Travis and Williamson Counties and in accordance with provisions of the Transportation
Code and the petition and approval process established in 43 Tex. Admin. Code § 26.01, et. seq. (the
“RMA Rules"); and

WHEREAS, the Board of Directors of the CTRMA has been constituted in accordance with the
Transportation Code and the RMA Rules; and

WHEREAS, in Resolution No. 05-04, dated January 5, 2005, the CTRMA Board of Directors approved
an Investment Policy to ensure that CTRMA funds are invested effectively and wisely; and

WHEREAS, the Investment Policy specifies that the Chief Financial Officer of the CTRMA shall
maintain a list of approved brokers/dealers authorized to provide investment services to the CTRMA:
and

WHEREAS, in Resolution No. 05-16, dated January 26, 2005, the Board of Directors approved a list of
authorized brokers/dealers and provided that such list may be amended from time to time in accordance
with the CTRMA Investment Policy; and

WHEREAS, the Chief Financial Officer has recommended that the CTRMA’s list of approved
brokers/dealers be amended to include Gilford Securities Inc.

NOW THEREFORE, BE IT RESOLVED, that the Board of Directors of the CTRMA hereby amends
the list of approved brokers/dealers in accordance with the Investment Policy to include Gilford
Securities Inc.

Adopted by the Board of Directors of the Central Texas Regional Mobility Authority on the 28th day of
October, 2009.

Submitted and reviewed by:

m Nielgon

Counsel for the Central
Texas Regional Mobility Authority Resolution Number 09-71
Date Passed: 10/28/09

AUS:D053071/00003:428547v2
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Citrin Cooperman & Company, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Gilford Securities Incorporated

We have andited the accompanying consolidated statement of financial condition of Gilford Securities
Incorporated (the "Company") as of December 31, 2008. This consolidated financial statement is the

responsibility of the Company's management. Our responsibility is to express an opinion on this
consolidated financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated statement of financial condition is free of material misstatement. An _
andit includes consideration of intemnal control over financial reporting as a basis for designing andit
procedutes that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's intemnal control over financial reporting. Accordingly, we express
no such epinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated statement of financial condition, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the consolidated statement of financial condition
provides 2 reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition refetred to above presents fairly, in all
material respects, the financial position of Gilford Securities Incorporated as of December 31, 2008, in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 to the consolidated financial statements, effective January 1, 2008, the Company
adopted Statement of Financial Accounting Standards ("SFAS") Ne. 157, "Fair Value Measurements.”

S W
LIC ACCOUN]

February 25, 2009

529 FFTH AVENUE, NEW YORK, NY 10017 « (212) 697-1000 = FAX (212) 697-1004
e-mait info@cifroncoopermon.com



GILFORD SECURITIES INCORPORATED
AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 1

NOTE 2.

DECEMBER 31, 2008

ORGANIZATI

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

FICANT (8] I P
Piiiciolei sfC Kt

The accompanying consolidated statement of financial condition includes the financial
condition of Gilford Securities Incorporated, Gilford Financial Corporation, and Gilford
Insurance Agency Incorporated. All significant intercompany accounts and transactions
have been eliminated in consolidation.

Use Hma

The preparation of a consolidated statement of financial condition in conformity with
accounting prnciples generally sccepted in the United States of America requires the
Company's management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the consolidated statement of financial condition . Actual results could differ from
those estimates.

Securities T. :
Principal transactions are recorded on a trade-date basis.

Amounts receivable and payable for securties transactions that have not reached their
contractual settlement date ate recorded net on the consolidated statement of financial
condition.

R R 2

Commission revenues associated with transactions in securities are recorded on 2 trade-
date basis. Investment banking revenues include fees atising from securities offerings in
which the Company acts as an underwriter ot agent, net of syndicate expenses, along with
fees eamed from providing financial advisory services. Investment banking fees are
recognized at the time the transaction is consummated. Cotporate finance revenues
represent fees earned from private placement offerings. Corporate finance fees are
recorded as revenue when the related service has been tendered and the dlient is
contractually obligated to pay.

Cash and Cash Equivalents
Cash and cash equivalents consist primarily of cash on deposit, money market accounts,

and investment grade commercial papet that are readily coavertible into cash and
purchased with maturities of three months or less.
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GILFORD SECURITIES INCORPORATED
AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE 4.

NOTE 5.

NOTE 6.

NOTE 7.

DECEMBER 31, 2008

CONTINGENCIES

The Company is subject to various regulatory and legal proceedings arising dudng the
ordinary course of operations. Management of the Company, after consultation with
outside legal counsel, believes that the ultimate resolution of these matters will not have 2
material adverse effect on the Company's consolidated financial condition.

NET CAPITAL REQUIREMENTS

‘The Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule ("SEC Rule 15c3-1"), which requires the maintenance of minimum net
capital and that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. Net capital and aggregate indebtedness change from day to day. At
December 31, 2008, the Company had net capital of $4,539,488, which exceeds the
Company’s minimum net capital requirement of $250,000. The Company's matio of
agpregate indebtedness to net capital was 0.38 to 1 as of December 31, 2008.

RELATED-PARTY TRANSACTIONS

The Company and other entities affiliated with certain principal sharcholders of the
Company share office space, personnel and other administrative expenses. Substantially
all of these expenses are borne by the Company.

At December 31, 2008, the Company had four loans from employees outstanding, one of
the loans is for §925,000 and is due December 31, 2009, with an annual interest rate of
5%.

COM

The Company leases their main office and other sales offices under non-cancelable leases
expiring through December 2015. At December 31, 2008, future minimum annual lease
commitments under all operating leases are as follows:

2009 § 855151
2010 645,299
2011 635,315
2012 524,600
2013 524,600
Thereafter —1.049.200

§_4234165



GILFORD SECURITIES INCORPORATED
AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

NOTE11.

NOTE 12,

DECEMBER 31, 2008

SHAREHOLDERS' EQUITY

Pursuant to the terms of a sharcholder agreement, in the event of a shateholder's
termination of employment with the Company or the death of a shareholder, for a period
of 60 days the Company may redeem sall or any part of the common shares owned by
such shareholder. The amount to be paid is based on the shareholder’s equity per share,
as defined in the agreement. If the Company elects not to purchase the shares, then fora
period of 30 days an affiliate has the same rights with respect to the shares. If neither the
Company nor the affiliate elect to purchase the shares, then commencing on the eatlier to
occur of 105 days after (1) the employees' termination or (2) the date the Company
obtains actual notice of the death of a shareholder, for a period of 30 days the
sharcholder (or his or her representative) has the right, after notice to the Company, to
require the Company to purchase such common shares based on a calculation of
shareholders' equity per share, as defined in the agreement.

During 2008, the Company purchased 830 shares of common stock from sharcholders
for total consideration paid of approximately §745,100.

In addition, during 2008 the Company sold and issued 585 shares of common stock for
total proceeds of approximately §506,500.

During 2008, the Company paid to their shareholders cash dividends of $2,501,000.
E V. UREME

On January 1, 2008, the Company adopted the provisions of SFAS No. 157, "Fair Value
Measurements." Using the provisions within SFAS No. 157, the Company has
characterized its investrments in securities, based on the inputs used to value the
investments, into a three-level fair value hierarchy. The fair value hierarchy pives the first
order of liquidity to quoted prces in active markets for identical assets or liabilities [Level
1], and the last order of liquidity to unobservable inputs [Level 3]. If the inputs used to
measure the investments fall within different levels of the hierarchy, the cateporization is
based on the lowest level input that is significant to the fair value measurement of the
investment.

Investments recorded in the consolidated statement of financial condition are categorized
based on the inputs to valuation techniques as follows:

Level 1. These are investments where values are based on unadjusted quoted
prices for identical assets in an active market the Company has the ability to
access. The investments arc exchange-traded equity and over-the-counter
securities.

Level 2. These are investments where values are based on quoted ptices in
markets that are not active or model inputs that are obsetvable either directly or
mdirectly for substantially the full term of the investments. These investments
would be comprised of less liquid restricted securities and warrants that trade less

frequently.



September 22, 2009

Bill Chapman

Central Texas Regional Mobility Authority
301 Congress, Suite 650

Austin, TX 78701

Dear Bill:

Enclosed please find a signed copy of the CTRMA investment policy certification form. Also, [
completed the questionnaire and included a power of attorney page along with the new account
form. If you would like to open an account with us, simply sign the new account from and fill in
the CTRMA Tax ID #. You don’t need to do anything else. Gilford Securities doesn’t do
discretionary accounts so the Power of Attorney page is not necessary but was mentioned in the
CTRMA questionnaire. I"ve requested our financials be mailed from our New York office and
you should have those in a few days. Thank you for your consideration and please let me know if
there is anything else we need to do.

Sincerely,
L Nons

Steve Neri
Sr. Vice President
Institutional Fixed Income
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12,

13.

Please describe a typical transaction between the Authority and your firm.
Note deadlines or cut off times involved.

Once the CTRMA gives Gilford Securities the order to purchase or sell an investment on
their behalf, Gilford works with various dealer firms to secure the best price and execution. Ina
purchase order Gilford uses its own credit to secure the securily until funds are delivered from
client on a DVP basis. In a sell order, Gilford obtains best price available and delivers the
CTRMA security to buyer on a DVP basis. As company policy, Gilford Securities does not
maintain any discretionary accounts and all trades are cleared with client before initiated. Orders
can be given to Gilford Securities representative Monday — Friday 7:30am — 4:30pm CST

Do you clear through another firm? If so, what firm?

( YNo (X)Yes First Clearing LLC
Has your firm ever been subject lo 2 regulatory or stale or federal agency investigation for alleged
improper, fraudulent, disreputable or unfair activities related to the sale of government securities
or money market instruments? Have any of your employees ever been so investigated? Explain.

(X)No { ) Yes
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September 22, 2009

Bill Chapman

Central Texas Regional Mobility Authority
301 Congress, Suite 650

Austin, TX 78701

Dear Bill:

Enclosed please find a signed copy of the CTRMA investment policy certification form. Also, I
completed the questionnaire and included a power of attorney page along with the new account
form. 1f you would like to open an account with us, simply sign the new account from and fill in
the CTRMA Tax ID #. You don’t need to do anything else. Gilford Securities doesn’t do

discretionary accounts so the Power of Attorney page is not necessary but was mentioned in the
CTRMA questionnaire. I’ve requested our financials be mailed from our New York office and

you should have those in a few days. Thank you for your consideration and please let me know if
there is anything else we need to do.

Sincerely,
Sve Noni

Steve Neri
St. Vice President
Institutional Fixed Income



11.

12

13.

Please describe a typical transaction between the Authority and your firm.
Note deadlines or cut off times involved.

Once the CTRMA gives Gilford Securities the order to purchase or sell an inveslment on
their behalf, Gilford works with various dealer firms to secure the best price and cxecution. Ina
purchase order Gilford uses its own credit to secure the security until funds are delivered from
client on a DVP basis. In a sell order, Gilford oblains best price available and delivers the
CTRMA security to buyer on a DVP basis. As company policy, Gilford Securities does not
maintain any discretionary accounts and all trades are cleared with client before initiated. Orders
can be given to Gilford Securities representative Monday — Friday 7:30am — 4:30pm CST

Do you clear through another firm? If so, what firm?

{( )No (X)Yes First Clearing LLC
Has your firm ever been subject o a regulatory or slale or federal agency investigation for alleged
improper, fraudulent, disreputable or unfair activities related to the sale of government securities
or money market instruments? Have any of your employees ever been so investigated? Explain.

(X)No { )Yes
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