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OATH OR AFFIRMATION

I Sherry Lavin : , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Gain Capital Securities, Inc. ' , as
of December 31 , 2009 _ are true and correct. I 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 a customer, except as follows:
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Nétary Public 4 7

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

G) A Reconciliation, including appropriate explanation 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 unaudited Statements of Financial Condition with respect to methods of
consolidation. :

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

OOR O OOOOO0OO0O0ONK

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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800 Westpoint Pkwy., Suite 1100 | 440.835.1093 fax

Cohen Fund Audit Services, Ltd. ‘ 440.835.8500
Westlake, OH 44145-1524 ]

www.cohenfund.com \

SHAREHOLDER AND BOARD OF DIRECTORS
GAIN CAPITAL SECURITIES, INC.

Independent Auditors' Report

We have audited the accompanying statement of financial condition of Gain Capital -
Securities, Inc. (the Company) as of December 31, 2009. This financial statement is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
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 statement of financial condition is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statement. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a 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 Gain Capital Securities, Inc. as of December 31, 2009,
in conformity with accounting principles generally accepted in the United States of America.

February 26, 2010
Westlake, Ohio

.
4 an independent member of Ssqlf
BAKER TILLY Q?Jr;l‘i:e
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GAIN CAPITAL SECURITIES, INC.
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STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2009

ASSETS

CASH AND CASH EQUIVALENTS
CASH ON DEPOSIT WITH CLEARING BROKER
RECEIVABLE FROM CLEARING BROKER

PROPERTY AND EQUIPMENT - AT COST, $69,711
LESS ACCUMULATED DEPRECIATION OF $34,228

GOODWILL
OTHER ASSETS

LIABILITIES
ACCOUNTS PAYABLE AND ACCRUED EXPENSES

DUE TO RELATED PARTY

COMMITMENT
SHAREHOLDER’S EQUITY

COMMON STOCK
No par value, 1,000 shares authorized, 1,000 issued and outstanding

ADDITIONAL PAID-IN CAPITAL

RETAINED EARNINGS (DEFICIT)

The accompanying notes are an integral part of this statement.

$ 431,265
582,952
17,021

35,483
532,776
27,924

—_—— -

1,627,421

3 94,350

432,806
_ 527,156

100,000

1,725,000

(724,735)
1,100,265

—_——

$ 1627421
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NOTES TO THE FINANCIAL STATEMENT

1. ORGANIZATION

Gain Capital Securities, Inc. (the Company) is a broker-dealer registered with the Securities
and Exchange Commission (SEC) and in twenty-nine states, including the State of Ohio.
The Company is a member of the Financial Industry Regulatory Authority (FINRA) and
Municipal Securities Rulemaking Board (MSRB), specializing in selling investment
securities.

The Company is a wholly owned subsidiary of S.L. Bruce Financial Corp. (SLB) which is
wholly owned by Gain Holdings, LLC (GHLLC). GHLLC is wholly owned by Gain
Capital Holdings, Inc. (the Parent).

The Company is an introducing broker-dealer and has entered into a fully disclosed clearing
agreement with a carrying broker, which is responsible for complying with all regulatory
requirements related to carrying customers’ accounts.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

At times during the year, the Company’s cash accounts exceeded the related amount of
federal depository insurance. The Company has not experienced any loss in such
accounts and believes it is not exposed to any significant credit risk.

The Company considers financial instruments with a matuﬁty of less than 90 days to be
cash equivalents.

Restricted Cash

The Company has $100,000 of an interest bearing deposit with its clearing broker pursuant
to its clearing agreement.

Depreciation

The Company uses the straight-line method of depreciation over the following estimated
useful lives of the assets:

Leasehold improvements Terms of lease
Office equipment 3 years

Income Taxes

The Company is included in the consolidated federal tax return filed by the Parent.
Federal income taxes are calculated as if the companies filed on a separate return
basis, and the amount of current tax or benefit calculated is either remitted to or
received from the Parent. The amount of current and deferred taxes payable or
refundable is recognized as of the date of the financial statements, utilizing currently
enacted tax laws and rates. Deferred tax expenses or benefits are recognized in the
financial statements for the changes in deferred tax liabilities or assets between years.



GAIN CAPITAL SECURITIES, INC. PAGE 5

NOTES TO THE FINANCIAL STATEMENT

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes (Continued)

Effective January 1, 2009, the Company adopted Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) ASC 740-10, Accounting for
Uncertainty in Income Taxes. Under that guidance the Company assesses the
likelihood, based on their technical merit, that tax positions will be sustained upon
examination based on the facts, circumstances and information available at the end of
each period. The measurement of unrecognized tax benefits is adjusted when new
information is available, or when an event occurs that requires a change. The
adoption of this guidance had no effect on the Company’s shareholder’s equity at
January 1, 2009, or results of operations for 2009. The Company does not have any
tax positions at the end of the year for which it is reasonably possible that the total
amounts of unrecognized tax benefits will significantly increase or decrease within
twelve months of the reporting date. The Company is not subject to examination by
federal or state tax authorities for tax years before 2006.

During 2009, the Company reported a net operating loss for income tax purposes which
resulted in an amount due from the Parent totaling $317,000.

Accounting Estimates

Management uses estimates and assumptions in preparing financial statements in
accordance with accounting principles generally accepted in the United States of
America. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenue and
expenses. Actual results could vary from the estimates that were used.

Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fuffill their obligations, the Company may be exposed to risk. The
risk of default depends on the creditworthiness of the counterparty or issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of
each counterparty.

Receivables and Credit Policies

Receivable from clearing broker is an uncollateralized broker obligation due under normal
trade terms requiring payments within 30 days. The Company generally collects
receivables within 30 days and does not charge interest on receivables with invoice
dates over 30 days old.
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NOTES TO THE FINANCIAL STATEMENT

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivables and Credit Policies (Continued)

Receivable from clearing broker, net of trading costs, is stated at the amount billed.
Payments of receivables are allocated to the specific transactions identified on the
clearing broker statement or, if unspecified, are applied to the earliest unpaid amounts.

The carrying amount of receivables is reduced by a valuation allowance that reflects
management’s best estimate of the amounts that will not be collected.

Management individually reviews all receivable balances that exceed 30 days from the
invoice date and based on an assessment of current creditworthiness, writes off the
portion, if any, of the balance that will not be collected. Additionally, management
estimates an allowance for the aggregate remaining receivable based on historical
collectibility. In the opinion of management, at December 31, 2009, all receivables were
considered collectible and no allowance was necessary.

Subsequent Events

Management has evaluated subsequent events through February 26, 2010, the date the
financial statements were available to be issued.

3.  PROPERTY AND EQUIPMENT — AT COST

At December 31, 2009, property and equipment were as follows:

Leasehold improvements $ 59,145
Office equipment ' 10,566
69,711

Less: Accumulated depreciation 34,228

$ 35483

4. GOODWILL

The Company reviews goodwill for possible impairment at least annually or more frequently
upon the occurrence of an event or when circumstances indicate that the carrying
amount is greater than its fair value. During 2009, the Company determined that its fair
value, which was estimated based on the value of the platform used for product lines,
was greater than its carrying value. Accordingly, there was no impairment loss
recognized in 2009.
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NOTES TO THE FINANCIAL STATEMENT

5. RELATED PARTY TRANSACTIONS

The Company entered into a management services agreement (the Agreement) on
December 31, 2008 with Gain Capital Group, LLC (GCGLLC), a wholly-owned subsidiary
of GHLLC, whereby GCGLLC provides general business management, administrative
functions, financial management and support services, and the use of facilities for the
benefit of the Company. In addition, certain operational expenses were paid by
GCGLLC on the Company’'s behalf. The Agreement will continue in effect until
December 31, 2011, unless notice of termination is given by either party.

At December 31, 2009, due to related party consisted of amounts due to GCGLLC related
to services under the Agreement less the amount due from the Parent as a result of the
Company’s net operating loss for 2009 (see Note 2).

6. COMMITMENT

Lease

The Company leases office space under an operating lease in Ohio, which expires October
2010. The future minimum lease payments for this office space for 2010 are $45,760.

7. RETIREMENT SAVINGS PLAN

The Company maintains a 401(k) profit sharing retirement savings plan, covering all full-
time employees who have completed three months of service and are at least 207 years
of age. The Company makes matching contributions of employees’ elective deferrals up
to 15% of total compensation. The Company may also make a discretionary profit-
sharing contribution to the plan.

8. NET CAPITAL PROVISION OF RULE 15¢3-1

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of
1934, the Company is required to maintain a minimum net capital balance, as defined,
under such provisions.

The Company’s minimum capital requirement is the greater of $50,000 or 6%% of
aggregate indebtedness, as defined, under Securities and Exchange Commission Rules
15¢3-1(a)(1)(i) and 15¢3-1(a)(2)(iv), as it does not maintain customer accounts. Net
capital may fluctuate on a daily basis. At December 31, 2009, the Company had net
capital of $503,735, which was $453,735 in excess of its required net capital of $50,000.

in addition to the minimum net capital provisions, Rule 15¢3-1 requires that the Company
maintain a ratio of aggregate indebtedness, as defined, to net capital, of not more than
15 to 1. At December 31, 2009, the ratio was 1.05 to 1.
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NOTES TO THE FINANCIAL STATEMENT

8. EXEMPTION FROM RULE 15¢3-3

The Company acts as an introducing broker or dealer, promptly transmitting all funds and
delivering all securities received in connection with its activities as a broker or dealer and
does not otherwise hold funds or securities for or owe money or securities to customers.
The Company operates under Section (k)(2)(ii) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and is therefore exempt from the requirements of Rule 15¢3-3.
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