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OATH OR AFFIRMATION

Allen Wallace swear or affirm that to the best of

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

GE Capital Markets Inc as

of
December 31 20 09

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

TRECIA CANNON
NODARY PU1

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

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 Reserye 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-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

An Oath orAftirmation

in co ytWŁSIPC Supplemental Reperk -_

AportdpscFibing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

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

Sie
Senior Vice PresidentFinancial Operations

Title
Principal



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Statement of Financial Condition

December 31 2009

With Report of Independent Registered Public Accounting Firm Thereon



KPMG LLP

Stamford Square

3001 Summer Street

Stamford CT 06905

Report of Independent Registered Public Accounting Firm

The Board of Directors

GE Capital Markets Inc

We have audited the accompanying statement of financial condition of GE Capital Markets Inc

the Company wholly-owned subsidiary of General Electric Capital Corporation as of

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

1934 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 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 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 GE Capital Markets Inc as of December 31 2009 in conformity

with U.S generally accepted accounting principles

LCP

February 26 2010

KPMG LLP U.S limited liability partnership is the U.S

member firm of KPMG International Swiss cooperative



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Statement of Financial Condition

December 31 2009

Assets

Cash and equivalents
37177051

Investment in money market account note 94851619

Noninterest bearing deposit with the Financial Industry Regulatory Authority 15493

Receivable from Parent net notes and 71074353

Prepaid expenses
506068

Total assets
203624584

Liabilities and Stockholders Equity

Liabilities

Other liabilities
60062

Subordinated borrowings note 90000000

Stockholders equity

Common stock of $1 par value Authorized issued and outstanding 1000 shares 1000

Additional paid-in capital
1499000

Retained earnings
112064522

Total stockholders equity
113564522

Total liabilities and stockholders equity
203624584

See accompanying notes to statement of financial condition



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Notes to Statement of Financial Condition

December 31 2009

Organization and Summary of Significant Accounting Policies

Organization

GE Capital Markets Inc the Company is wholly-owned subsidiary of General Electric Capital

Corporation GECCor the Parent The Company was incorporated on February 15 1983 to provide

various investment banking services and is registered broker and dealer in securities registered

under the Securities Exchange Act of 1934 The Companys principal operations consist of

developing new sources of debt finance iiproviding debt placement services and iii arranging

debt syndications These activities are primarily performed on behalf of GECC and its affiliates

Cash and Equivalents

Cash and equivalents include cash in banks and investments in overnight money market mutual

funds with original maturities of three months or less

Investment in Money Market Account

The investment in money market account which represents
institutional shares in cash

management fund and is payable on demand is carried at cost which approximates fair value

Income Taxes

General Electric Company the ultimate parent of GECC files consolidated U.S federal income

tax return which includes the Companys results of operations The Parent allocates to the Company

an amount of income tax expense or benefit attributable to the Companys stand-alone operations as

though the Company filed separate income tax returns determined in accordance with the provisions

of Financial Accounting Standards Board FASB Accounting Standards Codification ASC 740

Income Taxes The outstanding balances of current taxes payable are included in receivable from

Parent net see note

Underwriting and Placement Fees

The Company earns placement fee revenue by facilitating and executing debt placement syndication

and other sources of debt financing Underwriting fees net of syndication expenses arise from

securities offerings in which the Company acts as an underwriter co-manager or agent

Underwriting and placement fees are recorded at the time the underwriting is completed and the

income is reasonably determined

/9 Use of Estimates

Preparing statements of financial condition in conformity with generally accepted accounting

principles requires the Company to make estimates and assumptions that affect reported amounts and

related disclosure Actual results could differ from those estimates

Accounting Changes

The FASB has made the Accounting Standards Codification ASC effective for financial statements

issued for interim and annual periods ending after September 15 2009 The ASC combines all

Continued



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Notes to Statement of Financial Condition

December 31 2009

previously issued authoritative GAAP into one codified set of guidance organized by subject area

In these financial statements references to previously issued accounting standards have been

replaced with the relevant ASC references Subsequent revisions to GAAP by the FASB will be

incorporated into the ASC through issuance of Accounting Standards Updates

Related Party Transactions

The Company has from time to time performed services for affiliates In such situations the financial

effects of these transactions are fully absorbed by GECC and therefore are not reflected in the Companys

statement of financial condition Because of these transactions and the significance of activities performed

on behalf of GECC the Companys financial position would be different if it operated independently of

GECC

The balance of the receivable from Parent net includes cash deposited with the Parent resulting from

commissions and fees earned net of balances due from the Company to GECC has no fixed maturity and

earns interest at stated intercompany loan rate set by GECC Treasury which averaged approximately

1.12% during the year As of December 31 2009 the Company has accumulated federal and state current

income taxes payable of $2798751 included within the balance of the receivable from Parent net

Subordinated Borrowings

The Company has $90 million of subordinated borrowings outstanding with its Parent under

subordinated note agreement which is due on October 31 2011 and bears interest at month LIBOR plus

85 bps which at December 31 2009 was 1.1%

The Company also has revolving subordinated credit agreement for $210 million with its Parent with

scheduled maturity date of October 31 2011 The agreement provides for interest on outstanding

borrowings of month LIBOR plus 80bps and 5bps on the unused commitment As of December 31 2009

this credit facility was not drawn-down

The subordinated note and the revolving subordinated credit agreement have been approved by the

Financial Industry Regulatory Authority FINRA for use by the Company in computing its net capital

under the Securities and Exchange Commissions SEC Uniform Net Capital Rule Rule 15c3-l The

borrowings may not be repaid if such repayment would cause the Company to fail to maintain minimum

regulatory capital

Net Capital

The Company as registered broker and dealer in securities is subject to Rule 15c3-1 of the SEC The

Company computes its net capital under the aggregate indebtedness method Under Rule 15c3-1 the

Company is prohibited from engaging in any securities transactions whenever its aggregate indebtedness

as defined exceeds fifteen times its net capital as defined Also the Company may be required to

reduce its business or may be prohibited from expanding its business if its ratio of aggregate indebtedness

to net capital exceeds 10 to

The Company is exempt from Rule 15c3-3 pursuant to Section k2ii of the Rule which requires all

customer transactions to be cleared through another broker-dealer on fully disclosed basis

Continued



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Notes to Statement of Financial Condition

December 31 2009

In addition as securities broker and dealer the SEC requires the Company to maintain minimum net

capital level that is the greater
of $100000 or 2/3% of total aggregate indebtedness At December 31

2009 the Company had net capital of $130071576 which was $129971576 in excess of the minimum

net capital required under Rule 15c3-1

Fair Value Measurements

The Company adopted ASC 820 Fair Value Measurements and Disclosures for all financial instruments

and nonfinancial instruments accounted for at fair value on recurring basis This guidance establishes

new framework for measuring fair value and expands related disclosures Broadly the framework requires

fair value to be detennined based on the exchange price that would be received for an asset or paid to

transfer liability an exit price in the principal or most advantageous markets for the asset and liability in

an orderly transaction between market participants It also establishes three-level valuation hierarchy

based upon observable and nonobservable inputs

For financial assets and liabilities fair value is the price that would be received to sell an asset or paid to

transfer liability in an orderly transaction with market participant at the measurement date In the absence

of active markets for the identical assets or liabilities such measurements involve developing assumptions

based on market observable data and in the absence of such data internal infonnation that is consistent

with what market participants would use in hypothetical transaction that occurs at the measurement date

Observable inputs reflect market data obtained from independent sources while unobservable inputs

reflect the Companys market assumptions Preference is given to observable inputs These two types of

inputs create the following fair value hierarchy

Level Quoted prices for identical instruments in active markets

Level Quoted prices for similar instruments in active markets quoted prices for identical or similar

instruments in markets that are not active and model-derived valuations whose inputs are observable or

whose significant value drivers are observable

Level Significant inputs to the valuation model are unobservable

At December 31 2009 the Company had $132028670 in cash and equivalents and investments which

are Level investments The Company did not hold any Level or Level investments at December 31

2009

Continued



GE CAPITAL MARKETS INC

Wholly-Owned Subsidiary of General Electric Capital Corporation

Notes to Statement of Financial Condition

December 31 2009

Subsequent Events

There were no reportable subsequent events through February 26 2010 the date the statement of financial

condition was issued
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KPMG LIP

Stamford Square

3001 Summer Street

Stamford CT 06905

Report of Independent Registered Public Accounting Firm on Internal Control

Required by SEC Rule 17a-5

Board of Directors

GE Capital Markets Inc

In planning and performing our audit of the financial statements of GE Capital Markets Inc

the Company as of and for the year ended December 31 2009 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures for the purpose of

expressing our opinion on the financial statements but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness and net capital under Rule 7a-3a 11 and for determining compliance with the

exemptive provisions of Rule 5c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with U.S generally accepted accounting principles Rule 7a-5g lists additional objectives of

the practices and procedures listed in the preceding paragraph

KFMG LLF U.S hmited Iiabiity partnershp is
the U.S

member firm of KPMG International Swiss cooperative



Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or combination

of deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2009 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
the Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

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

LL1

February 26 2010


