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OATH OR AFFIRMATION

Enrique Vasquez
swear or affirm that to the best of

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

Cenwortli Financial Securities Corporation

of December 31 2009

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

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 Reserve Requirements Pursuant to Rule 15 c3-3

Information Relating to the Possession or Control Requirements
Under Rule 5c3-3

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

consolidation

An Oath or Affirmation

in copy of the SIPC Supplemental Report

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

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5frX3.i

as

are true and correct further swear or affirm that

Subscribed and sworn to before me

this 9LO2JJO day of Pebrunry 2010

Notary Public
OFFICIAL SEAL

DIANA DEBS
NOTARY PUBLIC STATE OF ILLINOIS

MY.COMMISSION EXPIRE5IO/151



ILJ KPMG LLP

Suite 2000

1021 East Cary Street

Richmond VA 23219-4023

Report of Independent Registered Public Accounting Firm

The Board of Directors

Genworth Financial Securities Corporation

We have audited the accompanying statement of financial condition of Genworth Financial Securities

Corporation the Company as of December 31 2009 that you are filing pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 This financial statement is the responsibility of the Companys

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

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 Genworth Financial Securities Corporation as of December 31 2009 in

conformity with U.S generally accepted accounting principles

Our audit was conducted for the purpose of forming an opinion on the statement of financial condition The

information contained in Schedule is presented for purposes of additional analysis and is not required

part of the statement of financial condition but is supplementary information required by Rule 7a-5 under

the Securities Exchange Act of 1934 Such information has been subjected to the auditing procedures

applied in the audit of the statement of financial condition and in our opinion is fairly stated in all material

respects in relation to the statement of financial condition

kPc LCP

February 25 2010

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

member firm of KPMG International Swiss cooperative



GENWORTH FINANCIAL SECURITIES CORPORATION

Statement of Financial Condition

December 31 2009

Dollar amounts in thousands except share amounts

Assets

Cash and cash equivalents 13343

Securities owned at fair value 923

Goodwill 10691

Commission receivables 2610

Deferred tax assets 213

Receivable from affiliates 51

Other receivables 376

Total assets 28207

Liabilities and Shareholders Interest

Liabilities

Commissions payable 2152

Payable to affiliates 230

Current income tax payable to affiliate 792

Deferred compensation payable 1278

Other liabilities 257

Total liabilities 4709

Commitments and contingencies

Shareholders interest

Common stock no par value Authorized 1000 shares issued and

outstanding 100 shares

Additional paid-in capital 9841

Retained earnings 13649

Total shareholders interest 23498

Total liabilities and shareholders interest 28207

See accompanying notes to statement of financial condition



GENWORTH FINANCIAL SECURITIES CORPORATION

Notes to Statement of Financial Condition

December 31 2009

Dollar amounts in thousands

Organization and Summary of Significant Accounting Policies

Organization

Genworth Financial Securities Corporation the Company an Illinois corporation was incorporated

on March 31 1981 and is registered as broker/dealer under the Securities Exchange Act of 1934

On May 17 2005 the Company changed its name from Terra Securities Corporation The Company

is one of two wholly owned subsidiaries of Genworth Financial Investment Services Inc GFIS
GFIS is direct wholly owned subsidiary of Genworth North America Corporation GNA which is

direct wholly owned subsidiary of Genworth Financial Inc Genworth

Genworth Financial Advisers Corporation GFAC is the other wholly owned subsidiary of GFIS

GFACs Portfolio Advisory Services program offers four portfolio investment options for the

Companys nonqualified deferred compensation plan

The Company is an introducing broker/dealer According to the Securities and Exchange

Commissions rules and regulations an introducing broker/dealer is firm that receives customer

securities for immediate delivery to clearing firm The clearing finn holds customer accounts and

clears securities brokerage transactions on fully disclosed basis

Revenues and Expenses

The Company sells broad range of securities and insurance products including mutual funds and

variable annuities from several vendors to retail customers through registered representatives

Commission income from vendors and expenses to registered representatives related to the sale of

these products are recorded on trade-date basis In addition the Company pays management fee

to GFIS for administrative services such as marketing advertising personnel support and facility

expenses which are allocated to GFISs two subsidiaries in proportion to each companys number of

representatives

The Company derives portion of its revenues from sales of securities and insurance products issued

by affiliated parties The accompanying financial statements might not necessarily be indicative of

the Companys financial condition or results of operation had the Company operated on an

autonomous basis during the year ended December 31 2009

Cash and Cash Equivalents

The Company considers all highly liquid investments with an original maturity of 90 days or less to

be cash equivalents

Securities Owned

The Company holds mutual fund investments as trading securities which are valued at fair value

Continued



GENWORTH FINANCIAL SECURITIES CORPORATION

Notes to Statement of Financial Condition

December 31 2009

Dollar amounts in thousands

Liabilities Subordinated to Claims of General Creditors

The Company did not carry
liabilities subordinated to claims of general

creditors during the year

ending December 31 2009 and therefore has not included statement of changes for such

activities

Use ofEstimates

The preparation of financial statements in conformity with U.S generally accepted accounting

principles U.S GAAP requires management to make estimates and assumptions that affect the

reported amounts and related disclosures Actual results may differ from those estimates

Subsequent events have been considered for disclosure through the filing date and there were no

material subsequent events

Income Taxes

The Company currently is included in the consolidated federal income tax return of Genworth and

subject to tax-sharing arrangement that allocates tax on separate company basis but provides

benefit for current utilization of losses and credits

The Company is included in 17 combined/unitary state income tax returns of Genworth and files

separate state income tax returns in 22 states The Company calculates its state income tax at rate

based on its separate state return filings and its portion of the combined/unitary state return For

2009 the Company had blended current state income tax rate of 3.25%

Deferred tax assets and/or liabilities are determined by multiplying the difference between the

financial reporting and tax reporting bases for assets and liabilities by the enacted tax rates expected

to be in effect when such differences are recovered or settled The effect on deferred taxes of

change in tax rates is recognized in income in the period that includes the enactment date Valuation

allowances on deferred tax assets are estimated based on the Companys assessment of the

probability of realizing such amounts

Deferred Compensation Payable

Deferred compensation payable represents
commissions deferred by registered representatives

under

nonqualified deferred compensation plan plus return earned by the money market account and/or

return earned by one of the four portfolios offered by GFACs Portfolio Advisory Services program

Each of the four portfolios has different investment objectives as follows Aggressive Growth

Growth Growth and Income and Income and Growth There were no Company contributions to the

deferred compensation plan in 2009

Goodwill

Goodwill is not amortized but is tested for impairment at least annually using fair value approach

which requires the use of estimates and judgment The Company recognizes an impairment charge

for any amount by which the carrying amount of goodwill exceeds its fair value The Company uses

discounted cash flows to establish fair values When available and as appropriate the Company uses

Continued



GENWORTH FINANCIAL SECURITIES CORPORATION

Notes to Statement of Financial Condition

December 31 2009

Dollar amounts in thousands

comparative market multiples to corroborate discounted cash flow results When business within

reporting unit is disposed of goodwill is allocated to the business using the relative fair value

methodology to measure the gain or loss on disposal There was no charge to operations for any

impaired goodwill in 2009

Error Corrections Related to Prior Periods

In 2009 the Company reduced commissions from nonaffihiated product sales by $1200 pretax $771

after tax These commissions were received from partner
fund company for the years 2005 to

2008 However these commissions should have been paid to an affiliate not the Company The

correction was made between the Company and the affiliate in 2009 for these prior periods No

restatement of prior periods was deemed necessary as the correction was not deemed material to the

financial statements or net capital of the Company in the current or prior years

Application ofAccounting Pronouncements

The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting

Principles

On July 2009 the Company adopted new accounting guidance related to the codification of

accounting standards and the hierarchy of U.S GAAP established by the Financial Accounting

Standards Board the FASB This accounting guidance established two levels of U.S GAAP
authoritative and nonauthoritative The FASB Accounting Standards Codification the

Codification is the source of authoritative nongovernmental U.S GAAP except for rules and

interpretive releases of the SEC which are also sources of authoritative U.S GAAP for SEC

registrants All other accounting literature is nonauthoritative The adoption of this new accounting

guidance did not have material impact on the Companys financial statements

Subsequent Events

On June 30 2009 the Company adopted new accounting guidance related to accounting for and

disclosure of events that occur after the balance sheet date but before financial statements are issued

or are available to be issued This accounting guidance required the disclosure of the date through

which an entity has evaluated subsequent events and the basis for that date The adoption of this new

accounting guidance did not have material impact on the Companys financial statements

Securities Owned

We have securities owned that are recorded at fair value on recurring basis with all changes in fair value

included in earnings Securities owned represent mutual fund investments and are classified as Level

measurements they are summarized below

Bonds 332

Equity 591

Total securities owned 923

Continued



GENWORTH FINANCIAL SECURITIES CORPORATION

Notes to Statement of Financial Condition

December 31 2009

Dollar amounts in thousands

Income Taxes

The total federal and state income tax expense for the year ended December 31 2009 consisted of the

following components

Current federal income tax benefit 168
Deferred federal income tax expense 626

Subtotal federal expense 458

Current state income tax expense 37

Deferred state income tax expense 30

Subtotal state expense 67

Total federal and state

income tax expense 525

The following reconciles the federal statutory tax rate to the reported income tax

Expected federal income tax expense

computed at statutory corporate tax rate 35.0%

State income tax net of federal benefit 2.2

Other including prior year adjustments 11.3

Total federal and state

income tax expense 25.9%

The current federal income tax benefit is primarily the result of reversal of temporary differences related

to deferred compensation The deferred income tax provision results from temporary differences in the

recognition of income and expense for income tax and financial reporting purposes The net deferred tax

asset at December 31 2009 is $213 related to deferred tax asset on deferred compensation of $447

investments of $473 net operating loss of $78 and state deferred tax asset of $12 net of valuation

allowance of $16 and other items of $48 offset by deferred tax liabilities on goodwill of $845 Based on

an analysis of the Companys tax position no valuation allowance for the remaining deferred tax assets

was deemed necessary as of December 31 2009

As of January 2009 and December 31 2009 the Company had no unrecognized tax benefits

Accordingly there would be no effective tax rate impact from recognition of previously unrecognized tax

benefits The December 31 2009 statement of financial condition includes no amounts for interest or

penalties related to unrecognized tax benefits and no such amounts were recognized as components of

income tax expense

The Company files U.S federal income tax returns included in the Genworth consolidated returns and

various state local and foreign income tax returns With few exceptions the Company is no longer subject

to U.S federal or foreign income tax examinations for years prior to 2003 Potential state and local

Continued



GENWORTH FINANCIAL SECURITIES CORPORATION

Notes to Statement of Financial Condition

December 31 2009

Dollar amounts in thousands

examinations for those years are generally restricted to results that are based on closed U.S federal

examinations The Internal Revenue Service IRS is currently reviewing the U.S income tax returns for

the 2007 and 2008 tax years The 2004 2006 examination of Genworth nonlife companies has concluded

with all issues agreed upon Such years are still open to the extent of carry back adjustments The

Company and other members of the Genworth consolidated return were previously subsidiaries of General

Electric Corporation GE until an initial public offering IPO of Genworth common stock was

completed in 2004 For those companies that filed consolidated returns with GE in 2003 and 2004 before

the IPO which included the pre-IPO related transactions the portion of the GE consolidated return

allocated to such companies is still subject to iRS examination

Financial Instruments

The financial instruments of the Company are reported in the Statement of Financial Condition at fair

value or at carrying amounts that approximate fair values because of the short maturity of the instruments

Related-Party Transactions

During 2009 the Company incurred expenses of $13574 to affiliated companies for marketing

administrative and general office support These expenses are allocated from GFIS on pro rata basis

The Company earned revenue of $3153 for commissions from affiliate product sales and incurred

expenses of $2673 in commissions for affiliate product sales in 2009

The Company paid dividend to GFIS in the amount of $2500 in 2009

Commitments and Contingencies

During the normal course of operating our business the Company may be subject to litigation It is the

policy of the Company to evaluate each individual situation and vigorously defend any cases it deems

without merit The Company believes that the outcome of such litigation will not have material effect on

its financial position or results of operations

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

SEC Rule 5c3- which requires the maintenance of minimum net capital and requires that the ratio of

aggregated indebtedness to net capital both as defined therein shall not exceed 15 to and the rule also

provides 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 Company had net capital of $11196 which was $10882

in excess of its required minimum net capital of $314 As of December 31 2009 the Companys ratio of

aggregate indebtedness to net capital was 0.42 to

Continued



Schedule

GENWORTH FINANCIAL SECURITIES CORPORATION

Computation of Net Capital under

Rule 5c3- of the Securities and Exchange Commission

December 31 2009

Dollar amounts in thousands

Net capital

Total shareholders interest 23498

Deduction of nonallowable assets

Goodwill and other intangible assets 10691
Commission and other receivables 970
Receivable from affiliate 51
Deferred tax asset 213
Haircut on securities 377

Netcapital 11196

Total aggregate indebtedness 4709

Computation of basic net capital requirement

Greater of

6-2/3% of total aggregate indebtedness or 314

Minimum net capital requirements of the Company 50

Net capital requirement 314

Excess net capital net capital less net capital requirement 10882

Excess net capital at 1000% net capital less 10% of total aggregate indebtedness 10725

Ratio Aggregate indebtedness to net capital
0.42 to

Reconciliation with the Companys computation included in Part II of Form X-17A-5 as of

December 31 2009

Total Total Total

shareholders nonallowable aggregate

interest assets indebtedness Net capital

As reported in the Companys Part II unaudited

Focus Report filed January 27 2010 23385 12310 5207 10698

Tax adjustments 113 385 498 498

23498 11925 4709 11196

See accompanying report of independent registered public accounting firm



1dAt1f3
KPMGLLP
Suite 2000 SEC Mai Processing
1021 East Gary Street

Section
Richmond VA 23219-4023

Mb

The Board of Directors Washington DC
Genworth Financial Securities Corporation

110

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed

the procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments 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 Genworth Financial Securities Corporation and the Securities and Exchange
Commission Financial Industry Regulatory Authority Inc aId SIPC solely to assist you and the

other specified parties in evaluating Genworth Financial Securities Corporations compliance with the

applicable instructions of the Transitional Assessment Reconciliation Form SIPC-7T Genworth

Financial Securities Corporations management is responsible for the Genworth Financial Securities

Corporations 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

records entries noting no differences

Compared the Total Revenue amounts of the audited Form X- 7A-5 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 general ledger detail

schedules and working papers noting no differences with the exception of an understatement of

line 2c9ii of $8033 resulting in an overstatement of line 2e of $20 and

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

general ledger detail schedules supporting the adjustments 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

LCP

February 25 2010

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

member firm of KPMG International Swiss nooperative
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Transitional Assessment Reconciliation

tRead cnmtutly tke Imefiens in your erkirry Copy ore iptie tiii F.om

TO RE FILED BY ALL SIP MEMBERS WITF FISCAL YEAR ENIMNOS

Name of Member address Desitlnated Es.amininq Authority 1$t4 Act re0itratien no srtd mith in Whch flsnat yr ends tar

purosesôf the pridfl qquiroment of $EC Rule l7a5

Note If any of the information shown on tIm nailinq Iab

requires comsctinn pl4ase ernait any corrections tcr

Iorrn@sipcorg nd so indicate on thatbrm filed

Name nd telephone number of person to contact

rocpacflng this farm

15OOQ

.__
$- i23

hc SIPC member subrnitling flits form and the

person by whom it is executed represent tisruby

that all information contained herein is true correct

ii corn pie fi

i5m cyrS nruiw the zuIw

Vwm ni

thejL day JQiL
.1

This form arid the assessment payment is due 60 days after the arid of the fici year Retain the Working Copy of this form

for period p1 not less tImn years the Ites1 years in an easily accessible place

ates. ________
Postmarked

iZ Calculations ______

Exceptions

Disposition of exceptions

Receiverl Reviewed

Do curnen at on Forward Copy

SIPC7T

29-REV 12f09

SIPCTI

027082 FIF4RA DEC

GENWORTh FINANCIAL SECURITIES CORPORATION 1414

200 MARTINGALE RD 2ND FL

SCHAUMBURG 1160173-2040

General AsessmonI 2e from page not ie5c than $f5 minimum

Less payinbrif made with SIPC-6 filed inCluding $1 paid with 2009 SIPC-4 exclude interest

Date Paid

Less prior ovorpnynientappiied

Assessment balance due or overpayment

Interest compotrrrl on late payment see instruction for days at 20% per annum

Total assessment balance arid interest due or overpayment carried fOrward

PAID WITH THIS FORM
Check enclosed .payabo to SIPC

Total must be same as above

Overpayment carried lora.rd
____________

Subsidiaries and predecessors included in ihi form give name and 93t Act reqietrabon number



DETERMiNATION OF SIPO NET OPERATING REVENUES
AND GENERAL ASSSSMENT

ttem N.e

2L TO revenue PQCUS Line 12/Part HA Lhre ciCode 4030

2b Addition.s

ItrIal revenues from the seCuritms bu nose of ibsirilaries except foreign s.ubsidtaries tnt

predecessors not irctudnr above

Not lbe trrtkprinrdpat transactions in seeudties in tradrrng accounts

Nt lokk from principal ltane3ctio.ns in mrnmodities in trncflng account

41 Interest and dividend expense deducted in determining item 2a

Si Nei toes from management Of of partcipabofr in the underwrfldig or distribution ci securities

lii Expenses other than 3d.vhrttsing pnrftrng rCgisiratian loins and
legal
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rnwestneeni trust from the ale varOOte utrn from tine busrno ci insurance Irma nvestmmnt

adelsery sevfceo rendered no regiStered ihvestment companies .o.r insurance company separate

accOunts and from transactions in security futures products

Revenues from commodity transactions

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

securilies transactions

Reimbursements for postage inn connection with proxy solicitabnn

Net gain from securities in investment accournns

00% ol commissions and markups earned from transacinonu in Ii certificales at deposit anti

Ii Truasury bills bankers acceptances or commercial paper that nralure firm months or ieee

from issuance date

1.7 Direct expenses of printing advertising and legal lees
ni

connection wnib other revenue

relaled to the securities busmnrmss revenue defined by Sction 69L of the Act

Other revenue nrc retatert either
directly or Indirectly nn the secunflies busirrbss

See Instruction

Arrnournln lot thin tiae.a1pnIod

bomrtin Aptit

and ertdfrn 20L
EtimlNate Greetss4

Q7r

mm

Total intorest and dividend erponse FOCUS Line 22rPART IA Line 13

Code 4075 tus 11th 2bI4 above but not ts excess

of tolat interest and dividefld income

ii 48% of inlereI earned on customers sopurities accouffis

148% of FOCUS tine Cede 3960

Enleritre grouter of line it or Ii

iota deductions

2d SIPC Net Opcratmrng Revenues

2o eneral Assessment 0025

---
sm3

10 page tirf net toss than

$150 minimum
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