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OATH OR AFFIRMATION

1, Henrik Madsen , swear (or affirm) that, to the best of

my knowledge and belicf the accompanymg ﬁnancml statement and supporting schedulcs pertaining to the firm of
NDanske Markets Inc. s

of December 31 ,2006  are true and correct. 1 further swear (or affirm) that

neither the company tior any partner, proprietor, principal officer or dircctor has any proprietary interest in any account
classified solely as that of a customer, except as follows:

Y e

" Signature

Prés ident and CEO
Title

%Lm / 7/0&01_/ PATRICIA A, NELSOM

ubhc Notar, Publiz, {"tate of Now York

0. 24-4762
This report ** contains (check all applicable boxes): Quali, f-ed n K:nga?(s::untv

(a) Facing Page. Commigsiun Expi; 2, Sept. 3,

{b) Statement of Financial Coundition. Expli: F 4‘3‘_&0/ J

(© Statement of Income (Loss).

(d) Statement of £kangxsxicEimancid Bondithorx Cash -Flows

(c) Statcment of Changes in Stockholders’ Equity or Partners” or Sale Proprictors’ Capital.

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

(2) 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.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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. ) .

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(o) A report describing any material inadequacics found to exist or found to have existed since the date of the previous audit.

MOk 0 ODRHEDHEIRER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3}.
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Grant Thornton &%

Accountants and Business Advisors

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors and Stockholder of
Danske Markets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

We have audited the accompanying statement of financial condition of Danske Markets Inc. (A Wholly
Owned Subsidiary of Danske Bank A/S, Denmark) as of December 31, 2006. 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 as established by the Auditing Standards Board of the American Institute of Certified Public
Accountants. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedutes that are appropriate in the
circumstances, but not for the purpose of expressing an opinton on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
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 Danske Markets Inc. as of December 31, 2006, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Notes A and D, the Company has extensive transactions with its Parent.

ng;a,rf Thorrton LP

New York, New York
February 23, 2007

b( Broad Street
P 5th Floor
ew York, NY 10004
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Danske Markets Inec.

(A Wholly Owned Subsidiary of Danske Bank A/S, Denmatk)

STATEMENT OF FINANCIAL CONDITION

December 31, 2006
(Expressed in U.S. Dollars)

ASSETS

Cash and cash cquivalents
Accounts receivable
Prepaid taxes

Total assets
LIABILITIES AND STOCKHQOLDER’S EQUITY
Liabilities
Due to Parent
Accrued expenses
Taxes payable
Total liabilities
Stockholder’s equity
Common stock, $0.01 par value; 1,000 shares authorized,;
10 shares issued and outstanding

Additional paid-in capital
Retained carnings

Total stockholder’s equity

Total liabilities and stockholder’s equity

The accompanying noles are an infegral part of this statement.

$4,191,167
124,337
196,764

$4.512.268

§ 10,783
35,000
90,423

136,200

2,000,000
2,376,062

4,376,062

$4.512.268




Danske Markets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2006
(Expressed in U.S. Dollars)

NOTE A - GENERAL BUSINESS

Danske Matkets Inc. (the “Company™) was incorporated in Delaware on February 12, 2001 and is
registered as a broker-dealer in securities under the Securities Exchange Act of 1934 (“Act”) and is a
member of the National Association of Securities Dealers, Inc. (the “NASD”) as a broker-dealer. The
Company’s primary business activities include merger and acquisition advisory services, securities
underwriting, acting as an adviser, agent, broker or riskless principal in purchase or sale of securities of
a company and acting as a “chaperone” under Rule 152-6 of the Act for Danske Bank A/S, a Denmark
entity (“Parent”). The Company does not carry customer accounts and is accordingly exempt from the
Act’s rule 15¢3-3 (the Customer Protection Rule) pursuant to provision k(2)}(i)of the rule. In 2005, the
Company moved its offices from New York to Copenhagen in Denmatk. The Company’s books and
records are mamtained in U.S. dollars.

The Company reccives significant support from its Parent, which provides back office functions for the
Company under an Intergroup Service Agreement. (See Note D.)

NOTE B - SIGNIFICANT ACCOUNTING POLICIES
1. Cash and Cash Equivalents

The Company considers its money market investments and time deposits with an original matunty
of thrce months or less to be cash equivalents. In the normal course of business, the Company
maintains a money market fund with a broker. The balance of the money market fund at December
31, 2006 exceeds the SIPC insured limit.

2. Income Taxes

The Company is included in the consolidated tax return filed by its Parent in Denmark. The
Company determines its provision for income taxes as if on a separate return basis. Deferred
incomc taxes would be recognized for the tax consequences of “temporary differences” by applying
enacted statutory tax rates applicable to the differences between the tax and financial reporting bascs
of assets and liabilities, if applicable. The realization of deferred tax assets, if any, is assessed and a
valuation allowance established for the portion of the assets for which it is more likely than not that
the deferred tax assct will not be realized.




Danske Markets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006
(Expressed in U.S. Dollars)

NOTE B (continued)
3. Fair Value

Statement of Financial Accounting Standards No. 107, “Disclosures about Fair Value of Financial
Instruments,” requires entities to disclose information about the estimated fair value of their
financial instruments. At December 31, 20006, the fair values of all of the Company’s assets and
liabilities are not materially different from their respective book values due to their short-term
nature.

4. Foreign Currency Translation

The Company accounts for foreign currency translation in accordance with Statement of Financial
Accounting Standards No. 52, “Foreign Currency Translation.” Asset and liability accounts are
translated at the exchange rate in effect at year-end, and income accounts are translated at the
average rates of exchange prevailing during the year.

5. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements. Actual results could differ from those estimates.

6. Chaperone Fee

The Company acts as a “chaperone” under Rule 15a-6, whereby it will facilitate access to,
and execution of, sccurities transactions with institutional investors, primarily for its Parent.

(See Note D)

NOTE C - INCOME TAXES

At December 31, 2006, the Company had carryforwatd losses of approximately $913,000 which may be
used to offset future state and local taxable mcome through 2025. The Company’s deferred tax asset of
$262,408 at December 31, 2006, which is primarily related to such net operating loss benefit, has been
fully reserved with an allowance, as the Company may not realize the benefits due to its relocation to
Denmark and, therefore, will not have any U.S. source income subject to U S, taxes. The Company is
liable for Danish natonal tax for income gencrated in Denmark.
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Danske Markets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2006
(Expressed in U.S. Dollars)

NOTE D - RELATED PARTIES

During the normal course of business, the Company engages in significant transactions with affiliated
companies. Pursuant to a service agreement (the “Intergroup Service Agreement”) effective October 1,
2005, the Parent has agreed to provide intergroup transactions at cost. Intergroup transactions consist
of providing bank accounts, premises, office machines, advertising and marketing, internal auditing,
insurance and other administrative-related expenses. At December 31, 2006, expense reimbursement
due to Parent amounted to §10,784.

On April 1, 2003, the Company had entered into a 24-month 15a-6 Agreement {(the “Agrecment”)
with its Parent and had agreed to act as the U.S. “chaperoning” broker-dealer in accordance with
Rule 15a-6(a)(3) under the Act, as defined. The Agreement is automatically renewable each year for
an additional twelve months unless terminated by the parties. As compensation for its services, the
Company receives a monthly fee of §25,000.

The Company entered into a three-yeat, $20 million revolving subordinated loan agteement with
Danske Bank A/S, Denmark, which will mature on August 1, 2008. The NASD approved this
agreement. The purpose of the revolving credit arrangement was to assist the Company in maintaining
liquidity and regulatory capital for the purpose of future underwriting transactions. As of December 31,
20006, the Company had no borrowings on this loan and had incurred no related interest expense for the
year ended December 31, 2006.

At December 31, 2006, included in cash and cash equivalents is $587,725 of cash held at the Parent.
The account 1s maintained in a U.S. dollar account at the Parent.

NOTE E - NET CAPITAL

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) of
the Securitics and Exchange Commission, which requires that the Company maintain minimum net
capital. The Company has elected to use the alternative method, which requires that the Company
maintain minimum net capital, as defined, equal to the greater of $250,000 or 2% of customer debit
items, as defined. At December 31, 2000, the Company had net capital of $3,415,549, which exceeded
its requirement of $250,000 by $3,165,149.




Danske Matkets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

.

December 31, 2006
(Expressed in U.S. Dollars)

NOTE F - CONCENTRATION OF CREDIT RISK

Credit risk is the amount of accounting loss the Company would incur if a counterparty fails to perform -

its obligation under contractual terms. All of the clearing and depository operations for the Company
are performed by the clearing brokers pursuant to clearance agreements. The clearing brokers and
the Company review, as considered necessary, the credit standing of the counterparties with which
the Company conducts business. The Company’s exposure to credit risk associated with the
nonperformance by the counterparties in fulfilling their obligations pursuant to securities transactions
can be directly impacted by volatile securities markets, credit markets and regulatory changes.




Grant Thornton &

Accountants and Business Advisors

INDEPENDENT AUDITORS’ REPORT
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Board of Directors and Stockholder of Danske Markets Inc.
(A Wholly Owned Subsidiary of Danske Bank A/S, Denmark)

T

In planning and performing our audit of the financial statements and supplementary information of Danske
Markets Inc. (A Wholly Owned Subsidiary of Danske Bank A/S, Denmark) (the “Company”) as of and for
the year ended December 31, 2006, in accordance with auditing standards generally accepted in the United
States of America, we considered the Company’s internal control over financial reporting (internal control)
as a 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 Company’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securitics and Exchange Commission (the SEC), we have madc a
study of the practices and procedures followed by the Company including consideration of control activitics
for safeguarding securities. This study included tests of such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of rule 15¢3-3. Because the Company does not catty securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices
and proceduzes followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of

] differences required by rule 17a-13

2. Complying with the requirements for prompt payment for secutities under Section 8 of Federal Reserve
| - Regulaton T of the Board of Governors of the Federal Reserve System

l 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 responsibilicy, estimates
and judgments by management ate 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 SEC’s 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 management’s
) authorization and recorded properly to permit the preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding patagraph.
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T 212.422.1000

F 2124220144

W www.granithornton.com

Grant Thornton LLP -2-
US member of Grant Thoraton International




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.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessanly identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safegnarding
secutities 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 a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures, as
descrabed in the second paragraph of this report, were adequate at December 31, 2006, to meet the SEC’s
objectives.

This report is intended solely for the information and use of the members of the Company, management,
the SEC, the National Association of Securities Dealers, Inc., and other regulatory agencies that rely on rule
172-5(g) 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.

%&rﬂ_%uw

New York, New York
February 23, 2007
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