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OATH OR AFFIRMATION

Robert Jersey swear or affirm that to the best of my knowledge and belief the accompanying financial

statement and supporting schedules pertaining to the firm of Gar Wood Securities LLC as of December 31

2009 are true and correct further swear or affirm that neither the company nor any partner proprietor

principal officer or director has any proprietary interest in any account classified solely as that of customer

Signa

President CEO
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El Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital
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El Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

El Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con

solidation

An Oath or Affirmation
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report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

El Independent Auditors Report on Internal Control
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McGtadrey Pullen

Certified Public Accountants

Independent Auditors Report

To the Members

Gar Wood Securities LLC

Chicago Illinois

We have audited the accompanying statement of financial condition of Gar Wood Securities LLC the Company as

of December 31 2009 that
you are filing pursuant to rule 7a-5 under the Securities Exchange Act of 1934 and

Regulation 1.10 under the Commodity Exchange Act This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on the 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

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition An audit also includes

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 statement of financial condition

provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Gar Wood Securities LLC as of December 31 2009 in conformity with accounting principles

generally accepted in the United States of America

/%I7 4e
Chicago Illinois

February 25 2010

McGladrey Pullen LIP is member firm of RSM ntemational

an afliliation of separate and independent legal entities



Gar Wood Securities LLC

Statement of Financial Condition

December 31 2009

Assets

Cash 20682

Due from brokers 303340

Commissions receivable 441639

Receivables from affiliates 217187

Investments at fair value 408293

Furniture equipment software and leasehold improvements at cost

net of accumulated depreciation and amortization of $178571 29724

Other assets 33931

Total assets 1454796

Liabilities and Members Capital

Commissions payable 189730

Floor brokerage exchange and clearing fees payable 86173

Accounts payable and accrued expenses 88503

Note payable 250000

Deferred income 126262

740668

Commitments Contingencies and Guarantees

Liabilities Subordinated to Claims of General Creditors 150000

Members Capital 564128

Total liabilities and members capital 1454796

The accompanying notes are an integral part of this consolidated statement of financial condition



Gar Wood Securities LLC

Notes to Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies

Gar Wood Securities LLC Gar Wood is an Illinois limited liability company established on May 10 2004 and is

broker-dealer registered with the Securities and Exchange Commission SEC Gar Wood was admitted as

member of the Financial Industry Regulatory Authority FINRA in February 2006 Gar Wood is also registered with

the National Futures Association NFA as an introducing broker Gar Wood provides trade clearance settlement

and custody of securities on all major trading exchanges primarily to institutional clients Gar Wood specializes in

boutique prime brokerage services to clients including start-up hedge fund managers and professional traders Gar

Wood is headquartered in Chicago Illinois

Gar Wood operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the Securities Exchange Act of

1934 and accordingly is exempt from the remaining provisions of that wle Essentially the requirements of

Paragraph k2ii provide that Gar Wood clear all transactions on behalf of customers on
fully

disclosed basis

with clearing broker-dealer and promptly transmit all customer funds and securities to the clearing broker-dealer

The clearing broker-dealer carries all of the accounts of the customers and maintains and preserves all related books

and records as are customarily kept by clearing broker-dealer

Significant accounting policies are as follows

Accounting policies The Company follows accounting standards set by the Financial Accounting Standards Board

the FASB The FASB sets generally accepted accounting principles GAAP that the Company follows to ensure

consistent reporting of financial condition results of operations and cash flows References to GAAP issued by the

FASB in these footnotes are to the FASB Accounting Standards Codification sometimes referred to as the

Codification or ASC The FASB finalized the Codification effective for periods ending on or after September 15 2009

Use of estimates The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported amounts of assets

liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenue and expenses during the reporting period Actual results could differ from those estimates

Revenue recognition Commissions and related clearing expenses are recorded on trade-date basis as securities

transactions occur The Company receives referral fees for business introduced and transacted with other brokers

The referral fees earned are based upon contractual arrangements and recorded on the accrual basis

Commissions receivable are stated at the amount management expects to collect from securities transactions No

allowance was deemed necessary against the balance as full collection was received subsequent to year-end

Other income includes advisory fees earned from providing financial advisory services and unrealized gains and

losses on investments Advisory fees are recognized as the services are performed as defined under the terms of

each engagement Deferred income is recognized upon receipt of payment and is amortized over the life of the

service contract

Investments Securities transactions and related revenue and expenses are recorded on trade-date basis The

resulting unrealized gains and losses are reflected in other income in the statement of operations



Gar Wood Securities LLC

Notes to Statement of Financial Condition

Note Nature of Business and Significant Accounting Policies Continued

Furniture equipment software and leasehold improvements Furniture equipment and software are recorded

at cost and are depreciated using the straight-line method over the estimated useful life of the asset ranging from

to years Leasehold improvements are recorded at cost and are amortized using straight-line method over the

life of the lease Repairs and maintenance are expensed as incurred

Income taxes The Company is taxed as partnership under the provisions of the Internal Revenue Code and

accordingly is not subject to federal income taxes Instead members are liable for federal and state income taxes on

their respective share of the taxable income of the Company Accordingly no provision for federal income tax has

been provided for in the accompanying financial statements

FASB Accounting Standards Codification topic 740-10 Income Taxes provides new guidance for how uncertain tax

positions should be recognized measured presented and disclosed in the financial statements FIN 48 requires the

evaluation of tax positions taken or expected to be taken in the course of preparing the Companys tax returns to

determine whether the tax positions are more-likely-than-not of being sustained by the applicable tax authority Tax

positions not deemed to meet the more-likely-than-not threshold would be recorded as tax benefit or expense in the

current year For the year ended December 31 2009 management has determined that there are no material

uncertain income tax positions

Note Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset or paid to transfer liability
in an orderly transaction

between market participants at the measurement date The fair value hierarchy gives the highest priority
to quoted

prices in active markets for identical assets or liabilities Level and the lowest
priority

to unobservable inputs

Level Inputs are broadly defined as assumptions market participants would use in pricing an asset or liability

The three levels of the fair value hierarchy are described below

Level Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity has

the ability
to access at the measurement date The type of investments included in Level include listed

equities and listed derivatives

Level Inputs other than quoted prices within Level that are observable for the asset or liability either directly

or indirectly and fair value is determined through the use of models or other valuation methodologies

Investments which are generally included in this category include corporate bonds and loans less liquid and

restricted equity securities and certain over-the-counter derivatives significant adjustment to Level input

could result in the Level measurement becoming Level measurement

Level Inputs are unobservable for the asset or liability
and include situations where there is little if any

market activity for the asset or liability
The inputs into the determination of fair value are based upon the best

information in the circumstances and may require significant management judgment or estimation Investments

that are included in this category generally include equity and debt positions in private companies



Gar Wood Securities LLC

Notes to Statement of Financial Condition

Note Fair Value of Financial Instruments Continued

In certain cases the inputs used to measure fair value may fall into different levels of the fair value hierarchy In

such cases an investments level within the fair value hierarchy is based on the lowest level of input that is

significant to the fair value measurement The Companys assessment of the significance of particular input to the

fair value measurement in its entirety requires judgment and considers factors specific to the investment

Securities traded in the over-the-counter market including U.S Treasury Securities are valued based on quoted

market prices broker or dealer quotations or alternative pricing sources with reasonable levels of price transparency

Investments include in-the-money warrants that are valued by taking the last reported sales price of the undeying

equity securities on the day of valuation and multiplying by discount rate that takes into consideration the restricted

nature of the securities that the warrants are exercisable into The discount rates are significant unobservable inputs

that are determined by the Company

The following table presents the Companys fair value hierarchy for those assets and liabilities measured at fair value

on recurring basis as of December 31 2009

Fair Value Measurements Using

Quoted Prices in Significant Significant

Active Markets for Other Unobservable

Identical Assets Inputs Inputs

Description Total Level Level Level

100193

Investments at fair value

U.S treasury securities

Warrants on common stock

Note Derivative Instruments

308100

408293 100193 308100

Expanded disclosure is presented in accordance with recent FASB guidance to provide the users of the financial

statements with an enhanced understanding of the use of derivative instruments and how derivative and hedging

activities affect financial position performance and cash flows The Company adopted the provisions of this

guidance effective January 2009

The Companys derivative activities are limited to holding warrants received in exchange for future services These

derivative contracts are recorded on the statement of financial condition as investments measured at fair value of

$308100 The warrants have associated equity price risk The warrants were received under two separate

agreements for services to be rendered over twelve-month period of time

100193

308100



Gar Wood Securities LLC

Notes to Statement of Financial Condition

Note Due from Brokers

Amounts due from brokers at December 31 2009 consist of available cash balances

Note Receivable from Affiliates

At December31 2009 receivable from affiliates of $137757 are amounts paid by the Company and charged back to

contractors in relation to their customer relations activities The amounts billed include expenses incurred and to be

borne by the contractors in the normal course of business and defined in their employment agreement

Additionally at December 31 2009 receivable from affiliates includes $79431 which represents advances to

Class Managing Member

Note Furniture Equipment Software and Leasehold Improvements

As of December 31 2009 furniture equipment software and leasehold improvements consisted of the following

Leasehold improvements
21312

Furniture and fixtures 5414

Equipment
41941

Computers and software 139628

208295

Less accumulated depreciation and amortization 178571

Net furniture equipment software and leasehold improvements 29724

Note Liabilities Subordinated to Claims of General Creditors

The Company has entered into subordinated loan agreement in the amount of $150000 maturing on June 30

2013 and bearing interest at an annual rate of seven percent The subordinated borrowing is available in computing

net capital under the Securities and Exchange Commissions uniform net capital rule To the extent that such

borrowing is required for the Companys continued compliance with minimum net capital requirements it may not be

repaid



Gar Wood Securities LLC

Notes to Statement of Financial Condition

Note Note Payable

The Company has entered into non-interest beating demand promissory note with customer in the amount of

$250000 The proceeds received from the note were deposited with one of the Companys clearing brokers to

support the trading activity of such customer The fair market value of the note payable is approximately $236000

Note Commitments

The Company leases its office facilities under lease that expires at December 2010 The lease provides for

minimum annual rental payments plus operating costs The future minimum lease payments for the year ended

December 31 2010 are $58860

Note 10 Off Balance Sheet Risk and Concentration of Credit Risk

The Companys financial instruments that are exposed to concentrations of credit risk include cash The Company

maintains its cash accounts with one financial institution The total cash balances of the Company are insured by the

Federal Deposit Insurance Corporation FDIC up to $250000 per depositor per bank The Company did not have

cash at December 31 2009 that exceeded the balance insured by the FDIC The Company monitors such credit risk

and has not experienced any
losses related to such risks

Since the Company does not clear its own securities and futures transactions it has established accounts with

clearing brokers for this purpose This can and often does result in concentration of credit risk with these firms

Such risk however is mitigated by each clearing brokers obligation to comply with rules and regulations of the

Securities and Exchange Commission SEC

The Companys customers securities transactions are introduced on fully disclosed basis with its clearing broker-

dealers The clearing broker-dealers carry all of the accounts of the customers of the Company and is responsible

for execution collection and payment of funds and receipt and delivery of securities relative to customer transactions

Off-balance-sheet risk exists with respect to these transactions due to the possibility that customers may be unable to

fulfill their contractual commitments wherein the clearing broker-dealers may charge any losses it incurs to the

Company The Company seeks to minimize this risk through procedures designed to monitor the creditworthiness of

its customers and that customer transactions are executed properly by the clearing broker-dealers

Note 11 Indemnifications

The Company has agreed to indemnify its clearing brokers for losses that the clearing brokers may sustain from the

customer accounts introduced by the Company The maximum potential amount of future payments that the

Company could be required to make under these indemnifications cannot be estimated However the Company

believes that it is unlikely it will have to make material payments under these agreements and has not recorded

contingent liability
in the consolidated financial statements for these indemnifications

In the normal course of business the Company enters intocontracts that contain variety of representations and

warranties that provide indemnifications under certain circumstances The Companys maximum exposure under

these arrangements is unknown as this would involve future claims that may be made against the Company that

have not yet occurred The Company expects the risk of loss to be remote



Gar Wood Securities LIC

Notes to Statement of Financial Condition

Note 12 Members Capital

Members equity consists of three classes of members Class and As of December 31 2009 individual

members are represented in all classes

The Class and members have the same rights and obligations with respect to distributions and allocable share

of Net Profits or Net Losses as defined Such rights and obligations shall be pro rata based upon the membership

interest and membership percentage of each Class or member Class members have the right and full

authority to manage control administer and operate the business and affairs of the Company Class members

have the right to vote on matters as specifically noted in the operating agreement

Class members are entitled to an allocation of Preferred Return as defined No Class interest shall be

allocated Company profits in excess of the Class accrued preference as defined in the operating agreement

Additionally Class members have no voting rights

Note 13 Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3-1 which requires the maintenance of

minimum net capital and requires that the ratio of aggregate indebtedness to net capital both as defined shall not

exceed 15 to Rule 5c3-1 also provides that equity capital may not be withdrawn if the resulting net capital ratio

would exceed 10 to At December31 2009 the Company had net capital of $188753 which was $147793 in

excess of its required net capital of $40960 At December 31 2009 the Companys net capital ratio was 3.26 to

The Company is also subject to the CFTCs minimum capital requirements under Regulation 1.17 Under these

rules the Company is required to maintain adjusted net capital equivalent to the greater of $45000 or $3000 per

associated person At December31 2009 the Companys net capital of $188753 exceeded the required net capital

under Regulation 1.17 by $143753 The Companys minimum net capital requirement is the greater of the

requirement under Regulation 1.17 or Rule 15c3-1
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OATH OR AFFIRMATION

Robert Jersey swear or affirm that to the best of my knowledge and belief the accompanying financial

statement and supporting schedules pertaining to the firm of Gar Wood Securities LLC as of December 31

2009 are true and correct further swear or affirm that neither the company nor any partner proprietor

principal officer or director has any proprietary interest in any account classified solely as that of customer

rfJc
President CEO

as
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This report contains check all applicable boxes
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Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con
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LXI An Oath or Affirmation
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McGladrey Pullen

Certified Public Accountants

Independent Accountants Report on Applying Agreed-Upon Procedures

Managing Member

Gar Wood Securities LLC

440 LaSalle Street Suite 2201

Chicago IL 60605

Attention Robert Jersey

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the procedures

enumerated below with respect to the accompanying Transitional Assessment Reconciliation Form SIPC-7T to the

Securities Investor Protection Corporation SIPC for the period from April 2009 to December 31 2009 which

were agreed to by Car Wood Securities LLC the Company the Securities and Exchange Commission the

Financial Industry Regulatory Authority mc and SIPC solely to assist you and these other specified parties in

evaluating the Companys compliance with the applicable instructions of the Transitional Assessment Reconciliation

Form SIPC-7T The Companys management is responsible for the Companys compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these procedures is solely

the responsibility of those parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has been requested or for

any other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement record entries

noting no differences

Compared the Total Revenue amounts of the audited financial statements for the year ended December 31

2009 less revenues reported on the FOCUS reports for the period from January 2009 to March 31 2009 as

applicable with the amounts reported in Form SIPC-7T for the period from April 2009 to December 31 2009

noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers noting no

differences

Proved the mathematical accuracy of the calculations reflected in Form SIPC-7T and in the related schedules

and working papers supporting the adjustments noting no differences

Compared the amount of any overpayment applied with the Form SIPC-7T on which it was computed noting no

differences

We were not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly we do not express
such an opinion Had we performed additional procedures

other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to

be and should not be used by anyone other than these specified parties

44A7/4e
February 25 2010

Chicago Illinois

McGladrey Pullen LLP isa member firm of RSM Intemafional

an affiliation of separate and independent legal entities



SECURITIES INVESTOR PROTECTION
805 15th St N.W Suite 800 Washington

202-371-8300

Transitional Assessment Reconc

Read carefully the instructions in your Working Copy before

TO BE FILED BY ALL SIPC MEMBERS WITH FIS

Name of Member address Designated Examining Authority 1934 Act registratit

purposes of the audit requirement of SEC Rule 17a-5

Note If any of th

requires correcti

form@sipc.org
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PAID WITH THIS FORM
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Overpayment carried forward
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The SIPC member submitting thisform and the

person by whom it is executed represent thereby

that all information contained herein is true correct _________________

and complete
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20

________________
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DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSME IT

2c Deductions

Revenues from the distribution of shares of registered open end investment compa
investment trust from the sale of variable annuities from the business of insurance

advisory services rendered to registered investment companies or insurance compa
accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connect on with

securities transactions

Reimbursements for postage in connection with proxy solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper Ihat mature nine monlFs or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with oter revenue
related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Total interest and dividend expense FOCUS Line 22/PART IA Line 13
Code 4075 pIus line 2b4 above but not in excess

of total interest and dividend income
________________ _______________

ii 40% of interest earned on customers securities accounts

40% of FOCUS line Code 3960 _______________ _____________

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

Item No
2a Total revenue FOCUS Line 12/Part lIA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiai

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of

Expenses other than advertising printing registration fees and legal fees deducted

profit
from management of or participation in underwriting or distribution of securitie

Net loss from securities in investment accounts

Total additions

es and

curities

determining net

Amounts for the fiscal period

beginning nI 2009

and ending 20.f
Eliminate cents

0--
-0-

-0-

-0
0--
-0-

or unit

from investment

separate

rw

---

c7c74

$______

$___________________

71
71Æ/2

topage ut not less than

$150 minimum


