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OFFICIAL USE ONLY
Gordian Knot Inc. f ' . _
: : ~ FIRM ID. NO.
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B. ACCO-UNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is C(I)ntaincd in this Report*

Rothstein, Kass & Company, P.C. I

(Name - i;'individuai!. state last, first, middle name )
; 4 Becker Farm Road Roseland NJ 07068
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| OATH OR AFFIRMATION
. t .
-1, | 5 Juliette Saisselin . ’ ", swear (or affirm} that, to the
best of my knowledge and belief the accompanying'finuncial statement and suppdrting schedules pertaining to the firm of
{  Gordian Knot Inc. : , as of
| . November _ ,2006 _, are true and correct. 1 further swear (or affirm) that neither the company

i 1 . . . - . ' I . . . .
no?' any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows: '

'

!

| !
1

1

|

\ Signature
! President
| Title

IRWIN NUSSBAUM |
Notary Bublic, State of NevJ York
No. 01NU4504738
Qqa!rfaed in Nassau Coun
Commission Expires April 30} 2003

Notary Public

Tﬁis report** contains (check all applicable boxes):

[E : (a) Facing page.

R ! (b) Statement of Financial Condition,

 {¢) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Parme!rs' or Sole Propri¢tor's Capital.
(f) Statement of Changes in Liabilities Subordinat:d to Claims of Creditors.

' (2) Computation of Net Capital.

+ (h) Computation for Determination of Reserve Requiremcrllts Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requ;iremems Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explar ation, of the Computation|of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

] {k) A Reconciliation between the audited and tunaudited Statements of Financial Condition with respect to methods of con-
solidation. }
1 (I} An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

t

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent auditor’s report on internal accounting control.

OO0 OO OGO EARAL

* (p) Schedule of segregation requirements and funcs in segregation--customers' regulated commodity futures account
1} pursuant to Rule 171-5,

[

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Rothstein Kass

INDEPENDENT AUDITORS' REPORT

ﬂ To Board of Directors and Shareholder of
Gordian Knot Inc.

®

We have audited the accompanying statement of financial condition of Gordian Knot Inc. (the "Company™) as of
September 30, 2006. This statement of financial condition is the responsibility of the Company's management. Our

responsibility is to express an opinion on this statement of financial condition based on our audit.
|

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
l Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition is free of miterial misstatement. An audit includes consideration of internal control
1 over financial reporting as a basis for deS|gnlng audit procedures that are appropnate in the circumstances, but not for,

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting.
Accordingly, we express no such oplnlon An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the 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 provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above present fairly, in all material respects, the
financial position of Gordian Knot Inc. as of September 30, 2006, in conformity with accounting principles generallyI

accepted in the United States of America
|Q / ) .

"

Roseland, New Jersey
November 3, 2006

—_— e e —
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T B
TEMENT.OF FINANGIAL CONDITION

September 30, 2006

ASSETS

Cash

Due from parent

Property and equipment, net
Leasehold deposit

Prepaid taxes

Other assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses
Deferred rent
Property taxes payable
Deferred income taxes

Total tiabilities
Commitments and contingencies

Stockholder's equity
Common stock, $.01 par value,
authorized, issued, and outstanding 10,000 shares
Additional paid-in capital
Retained eamings

Total stockholder's equity

See accompanying nofes to financial statements.

$ 403,407
656,657
35,222
259,539
10,167

30,428

$ 1,395420

$ 222,654
14,092

830

2,000

239,576

100
944,032
211,712

1,155,844

$ 1,395,420

|
|
?|
|
l



1. Nature of business

Gordian Knot Inc, (the “Company™) is a registzred broker dealer with the Securities and Exchange Commission (SEC)
and a member of the National Association of Securities Dealers {NASD), which was incorporated in the State of New
York in December 1998. The Company is a wholly owned subsidiary of Gordian Knot, Ltd. (the “Parent”), a private
limited company incorporated under the law:s of England and Wales. The Company was established to engage in
brokerage activity in connection with the sale of securities to customers for which the Parent provides investment
management services.

2. Summary of significant accounting policies l
Property and Equipment r

Property and equipment is stated at cost less accumulated depreciation and amortization. The Company provides for]
depreciation and amortization on the straight-line method as follows:

Asset Useful Life i
Fumiture and fixtures 5 years ;
Office equipment 3 years |
Leasehold improvements Term of lease !

Income Taxes '

i
The Company complies with Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes"
which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred!
income tax asset and liabilities are computed for differences between the financial statement and tax bases of assetsl
and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce the deferred income tax assets to the amount expected to be realized. :
[
Use of Estimates ‘ ;

i

The preparation of financial statements in conformity with accounting principles generally accepted in the Umteid
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and experses during the reported period. Actual results could differ from those
estimates. I

!
3. Related party transaction }

Under a servicing agreement, the Parent pziys a fee to the Company for services to certain customers of the Parent
equal to 105% of the expenses attributable to such activities, excluding income taxes. Such amounts are included as
servicing fee income in the Statement of Operations. Due from parent on the Statement of Financial Condmon
includes amounts due to the Company purstiant to the servicing agreement.

|
|
3
|
|



4. Property and equipment

1

Details of property and equipment at September 30, 2006 are as follows:
: |

Furniture and fixtures $ 86,308
Office equipment 110,469
Leasehold improvements 11,125
207,902

Less accumulated depreciasion
and amortization 172,680
$ 35,222

5. Leasehold deposit :
The Company entered into a property rehtal lease on January 29, 2001 (“rental commencement date”) for a term of
eighty-six months which ends March 31, 2008. In connection with this lease, the Company placed a cash deposit
with the lessor in the amount of $504,390 v/ich is being held in an interest bearing account. The balance of this|
deposit was reduced to $378,293 on April 1, 2005. The balance was further reduced to $252,1%4 on April 1, 2006
and will remain in place until the end of the lease. The lessor is entitled to an administration fee of 1% for the[
management of such interest bearing account. The Company earned $1,988 of interest on the rental deposit for:
the year ended September 30, 2008. ;

6. Concentrations

|
The Company maintains all of its cash in a financial institution, which at times, may exceed federally insured Iimits.f
The Company has not experienced any loss in this account and believes it is not subject to any significant credit risk

on cash. |
|
I

1

[ - N



7. Commitments

The Company leases its facility under a non-cancelable lease which expires March 31, 2008. The lease provides for
escalations based on certain increases in costs incurred by the lessor.

Aggregate future minimum annual rental payments in the years subsequent to September 30, 2006 are as follows: 1

Year ending Septernber 30,

2007 $ 261,096
Thereafter 130,548 ;
$ 391,644

Rent expense for the year ended September 30, 2006 was approximately $ 291,000.

The Company received a two-month rent abatement at the rental commencement date. The abatement has beep
reflected as a liability on the Statement of Financial Condition and is amortized over the life of the lease to recognlze
such amounts ratably. .

8. Retirement plan

The Company maintains a retirement plan (the “Plan”) for eligible participants to make voluntary contributions of a
portion of their annual compensation, subject to limitations provided by the Internal Revenue Code. The Company
makes a 7% contribution to the Plan and may make a matching contribution at the discretion of the Board of

Directors. At September 30}, 2006, the Comjpany incurred expenses related to the Plan in the amount of $19,578.
|

9. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Ru'e 15¢3-3 pursuant to the exemptive provision of sub-paragraph (k)(2)(|)
and, therefore, is not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of Customers”. {
i

I

10. Net capital requirement I

The Company, as a member of the NAS', is subject to the SEC Uniform Net Capital Rule 15¢3-1. This rule
requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, snall not exceed 15 to 1, and that equity capital may not be withdrawn if the resulting net
capital ratio would exceed 10 to 1. At September 30, 2006, the Company's net capital was approxlrnately
$165,000, which was approximately $149,000 in excess of its minimum requirement of approximately $16,000.

- -— -



11. Off-balance sheet risk

FASB Interpretation No. 45 (*FIN 457); “Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others” requires the disclosure of representations and warranties
which the Company enters into which may orovide general indemnifications to others. The Company in its normal
course of business may enter into other legal contracts that contaln a vanety of these representations and
warranties which provide gnneral mdemmf“ cations. The Company’'s maximum exposure under these arrangernents
is unknown as this would ‘involve future claims that may be against the Company that have not yet occun'ed
However, based on its experience, the Company expects the risk of loss to be remote. The Company currently |’s

not obligated under any guarantee agreements.

12. Income taxes

The provision for income taxes for the year e ded September 30, 2006 consists of the following:

Current
Federal b 3,000
State and local _ 4,500

l
b 7,500 ;
i

The components of the Company's deferred! tax liability at September 30, 2006 are as follows:

Deferred tax liability

Accumulated depreciation $ {5,980)
Straight-line of rent 3,980
3 {2,000)
L]




