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OATH OR AFFIRMATION

Kate Davarashvili swear or affirm that to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MG 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 except as follows

Polina Koshelyuk

Notary Public State of New York ____________________________________________________
Registration 01 K06034207 Sianature

My C-
Tttle

4/pPublic

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

EN Statement of Income Loss

Statement of Changes in Financial Condition

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

El 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 l5c3-3

LI Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

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

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

solidation

An Oath or Affirmation

LI copy of the SIPC Supplemental Report

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

Independent auditors report on internal accounting control

Schedule of segregation requirements and funds in segregation--customers regulated commodity futures account

pursuant to Rule 17 1-5

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

Board of Directors

MG Securities LLC

We have audited the accompanying statement of financial condition of MG Securities LLC company in the

development stage the Company as of December 31 2009 This statement of financial condition is the

responsibility of the Companys 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

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 consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate 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 opinion An audit also includes examining on 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 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 MG Securities LLC company in the development stage as of December 31 2009 in

conformity with accounting principles generally accepted in the United States of America

Roseland New Jersey

March 30 2010

An independent firm associated with AGN International Ltd AGN



December 31 2009

ASSETS

iLLC
ment stage

CIAL CONDITION

Cash and cash equivalents

Clearing deposit

Office equipment net

Other assets

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses

Due to related party

Due to clearing broker

Total liabilities

Members equity accumulated during the development stage

1087

100000

2720

1789

105596

8100

21962

54438

84500

21096

105596

See accompanying notes to financial statement



MG SECURITIES LLC
company in the development stage

NOTES TO FiNANCiAL STATEMENT

Nature of business and summary of significant accounting policies

Nature of Business

MG Securities LLC the Company was incorporated as limited liability company under the laws of the state of

Delaware on October 18 2007 The Companys operations consist primarily of providing institutional clients with

trading services on riskless principal basis The Company setup activities on June 13 2008 and received its

approval to begin operating as broker-dealer on January 12 2009

The Company is registered broker-dealer with the Securities and Exchange Commission SEC and is member
of the Financial Industry Regulatory Authority Inc FINRA

Basis of Presentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United States of America GAAP

These financial statements were approved by management and available for issuance on March 30 2010

Subsequent events have been evaluated through this date

Development Stage Company

The Company is considered to be in the development stage as defined by GAAP and is subject to the risks

associated with activities of development stage companies All activity from inception through December 31 2009

relate to the Companys formation The Company complies with the accounting and reporting requirements under

GAAP

Cash Equivalents

The Company considers its investments in short-term money market accounts to be cash equivalents

Office Equipment

Office equipment is recorded at cost less accumulated depreciation Depreciation is calculated using the declining-

balance method based upon an estimated useful life of years

Income Taxes

The Company does not record provision for federal or state income taxes The Member reports their share of

income or loss on their income tax returns The Company is subject to New York City unincorporated business tax

The determination of the Companys provision for income taxes requires significant judgment the use of estimates

and the interpretation and application of complex tax laws Significant judgment is required in assessing the timing

and amounts of deductible and taxable items and the probability of sustaining uncertain tax positions The benefits

of uncertain tax positions are recorded in the Companys financial statements only after determining more-likely

than-not probability that the uncertain tax positions will withstand challenge if any from tax authorities When
facts and circumstances change the Company reassesses these probabilities and records any changes in the

financial statements as appropriate Accrued interest and penalties related to income tax matters are classified as

component of income tax expense



rnent stage

Summary of significant accounting policies continued

Income Taxes continued

In accordance with GAAP the Company is required to determine whether tax position of the Company is more

likely than not to be sustained upon examination by the applicable taxing authority including resolution of any

related appeals or litigation processes based on the technical merits of the position The Company is subject to

income tax examinations by major taxing authorities since inception The tax benefit to be recognized is measured

as the largest amount of benefit that is greater than
fifty percent likely of being realized upon ultimate settlement

De-recognition of tax benefit previously recognized could result in the Company recording tax liability that

would reduce net assets This policy also provides guidance on thresholds measurement de-recognition

classification interest and penalties accounting in interim periods disclosure and transition that is intended to

provide better financial statement comparability among different entities It must be applied to all existing tax

positions upon initial adoption and the cumulative effect if any is to be reported as an adjustment to net assets as

of January 2009 Based on its analysis the Company has determined that the adoption of this policy did not

have material impact on the Companys financial statements upon adoption However managements
conclusions regarding this policy may be subject to review and adjustment at later date based on factors

including but not limited to on-going analyses of and changes to tax laws regulations and interpretations thereof

The Company files an income tax return in the U.S federal jurisdiction and may file income tax returns in various

U.S state and local jurisdictions

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis and unrealized

gains and losses are reflected in revenues

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Companys management to make

estimates and assumptions that affect the amounts disclosed in the financial statements Actual results could differ

from those estimates

Office equipment

Details of office equipment at December 31 2009 are as follows

Office equipment 3400

Less accumulated depredation 680

2720

STATEMENT



LLC
ment stage

STATEMENT

The payable to the clearing broker is due on demand and is collateralized by the clearing deposit with the

Companys clearing broker Ridge Clearing and Outsourcing Interest is charged at the clearing brokers call rate

Net capital requirement

The Company as member of FINRA is subject to the SEC Uniform Net Capital Rule 15c3-1 This Rule requires

the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital both as defined

shall not exceed to and that equity capital may not be withdrawn or cash dividends paid if the resulting net capital

ratio would exceed 10 to At December 31 2009 the Companys net capital was approximately $17000 which was

approximately $6000 in excess of its minimum requirement of approximately $11000

Off-balance sheet risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to clearing broker on

fully-disclosed basis All of the customers money balances and long and short security positions are carried on the

books of the clearing broker In accordance with the clearance agreement the Company has agreed to indemnify the

clearing broker for losses if any which the clearing broker may sustain from carrying securities transactions

introduced by the Company In accordance with industry practice and regulatory requirements the Company and the

clearing broker monitor collateral on the customers accounts

In addition the receivables from the clearing broker is pursuant to this clearance agreement and includes clearing

deposit of $100000

Concentrations of credit risk

In the normal course of business the Companys customer activities involve the execution settlement and financing

of various customer securities transactions These activities may expose the Company to off-balance-sheet risk in

the event the customer or other broker is unable to fulfill its contracted obligations and the Company has to purchase

or sell the financial instrument underlying the contract at loss

The Company maintains its cash balances in various financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution

Exemption from Rule 15c3-3

The Company is exempt from the Securities and Exchange Commission Rule 15c3-3 pursuant to the exemptive

provisions of sub-paragraph k2ii as the Company clears all customer transactions through another broker-dealer

on fully disclosed basis

Payable to clearing broker
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STATEMENT

The Company leases space under non-cancellable lease from related party for minimum monthly payments of

$1500 through August 30 2010 Future minimum lease payments for the year ending December 31 2010 are

$12000

The rent expense for the period June 13 2008 inception through December 31 2009 was $24000

On August 2008 the employees of the Company were transferred to MGFG Services Inc MGFG The

employees of MGFG perform services to the Company and the Company pays MGFG on contractual basis For

the period June 13 2008 inception through December 31 2009 the Company paid MGFG approximately

$242000 for these services

Related party transactions


