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OATH OR Al FIRMATLON

Thomas Coan swear or affirm that to the bes.t of

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

First Internet Socurrties Network
--

as

of December 31 20 08
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

Sgiiture

/-t7
\Notary Public MARY 1. CRONIN

NOTARY PUBLIC

This report contains check all applicable boxes MOfllQOII COUflIY MU

Facing Page My CO$$iOfl May

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 N/A

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 1303-3

El Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-3 and the

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

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

consolidation N/A

An Oath or Affirmation

copy of the SIPC Supplemental Report N/A

róportdescribing anyma.terial inadequacies fOund tO existor foundtohave.existed since the date of the previous audit N/A

fo independent auditors report Ofl internal accounting control

Forconditions of confidential treatment of cerlaM portions aft/us filing see section 240 17a-5eX3l
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11 NORTH WASHINGTON STREET

Santos Pos SUITE 600

company 2tT22085
PC FAX 240 499-2079

Certified Public Accountants WV%V.SPCCPAS.COM

INDEPENDENT AUDITORS REPORT

To the Board of Directors of

FISN Inc

Bethesda MD 20814

We have audited the accompanying balance sheets of FISN Inc as of December 31 2008 and

2007 and the related statements of operations retained earnings and cash flows for the years

then ended that you are filing pursuant to rule 17a-5 under the Securities and Exchange Act of

1934 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audits

We conducted our audits in accordance with U.S generally accepted auditing standards Those

standards require that we plan and perform the audits to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements 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 audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of FISN Inc as of December 31 2008 and 2007 and the results of its

operations and its cash flows for the years then ended in conformity with U.S generally accepted

accounting principles

Our audit was made for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedules and II is presented for the purpose of

additional analysis and is not required part of the basic financial statements The supplementary

information is required by rule l7a-5 under the Securities Exchange Act of 1934 Such

information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

February 23 2009

Member American Institute of Certified Public Accountants



FISN INC
BALANCE SHEETS

AS OF DECEMBER 31

ASSETS

2008 2007

CURRENT ASSETS

Cash 9298 14451

Cash deposits with clearing organization 1164559 764040
Certificate of deposit 20175 19514
Commissions receivable

Broker 27921 36765
Other 7940 5211

Deferred income tax asset 9822

Total current assets 1239715 839981

PROPERTY AND EQUIPMENT

Furniture and equipment 160620 160620
Leasehold improvements 7363 7363

167983 167983
Less Accumulated deprecjation 148527 143871

Net property and equipment 19456 24112

OTHER ASSETS

Deposit 10410 10410

Investment securities 14826 29694

25236 40104

TOTAL ASSETS 1284.407 904.197

The accompanyi4g notes are an integral part of these financial statements
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FISN iNC
BALANCE SHEETS

AS OF DECEMBER 31

LIABILITIES AND STOCKHOLDERS EQUITY

2008 2007

CURRENT LIABILITIES

Accounts payable 16523 13209
Commissions payable 58690 50756

Payroll taxes withheld 216 2948
Income taxes payable 139222 31025
Deferred income tax liability 4348

Total current liabilities 214651 102286

STOCKHOLDERS EQUITY

Common stock $1 par value 1000 shares

authorized 100 shares issued and outstanding 100 100

Additional paid-in capital 14900 14900
Retained earnings 1054756 786911

Total stockholders equity 1069756 801911

TOTAL LIABILITIES AND STOCKHOLDERS
EQUITY 1.284.407 904.197

The accompanying notes are an integral part of these financial statements
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FISN INC
STATEMENTS OF RETAINED EARNINGS
FOR THE YEARS ENDED DECEMBER 31

2008 2007

RETAINED EARNINGS BEGINNING OF YEAR 786911 700879

NET INCOME 267845 86032

RETAINED EARNINGS END OF YEAR 1054.756 786911

The accompanying notes are an integral part of these financial statements
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FISN iNC
STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31

2008 2007

FEE iNCOME 4534637 2636780

OPERATING EXPENSES

Advertising 102798 96759

Co-brokers fees 2003 1138

Depreciation 4656 3668
Data services 110442 89711

Clearing expenses 285744 237456

Insurance 98842 100270

Interest 250 250

Office expense 21279 15366
Professional services 64968 46492

Regulatory fees 41061 33163
Rent 181592 160541

Repairs and maintenance 52621 20184
Retirement plan contribution 62894 36866
Salaries and commissions

Officers 673616 327755

Others 2149531 1145691

Supplies 27517 28180

Payroll and property taxes 135449 87218

Telephone 26786 19108

Training 627 1558
Travel and entertainment 58770 44506

Total operating expenses 4101446 2495880

INCOME BEFORE INCOME TAXES 433191 140900

PROVISION FOR INCOME TAXES 165346 54868

NET INCOME 267845 86032

The accompanying notes are an integral part of these financial statements
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FISN INC
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 267845 86032

Adjustments to reconcile net income to net

cash provided by operating activities

Depreciation 4656 3668

Unrealized gain loss on investment securities 14868 11220
Changes in

Deposits with clearing organizations 400519 153026

Trading securities 34627

Commissions receivable 6115 17022
Income taxes receivable 21361

Deferred income taxes 14170 9189

Accounts payable 3315 29766
Commissions payable 7934 31596

Payroll taxes withheld 2733 437

Income taxes payable 108.197 31025

NET CASH PROVIDED USED BY OPERATING

ACTIVITIES 4492 6901

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment 16550
Proceeds from certificate of deposit 19514

Purchase of certificate of deposit 20175 19514

NET CASH USED BY iNVESTING ACTIVITIES 661 36064

NET DECREASE iN CASH 5153 29163

CASH BEGOF YEAR 14451 43614

CASH END OF YEAR 9.298 14451

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION

Interest paid 250 250

Income taxes paid 14.625 14625

The accompanying notes are an integral part of these financial statements
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FISN 1NC
NOTES TO F1NANCIAL STATEMENTS

DECEMBER 31 2008

NOTE SUMMARY OF OPERATIONS AND SIGNIFICANT ACCOUNTING

POLICIES

OPERATIONS

FISN Inc the Company was incorporated in the District of Columbia on

February 15 1984 for the purpose of providing brokerage investment advisory

and venture capital services in the metropolitan Washington DC area The

Company operates through two divisions First Internet Securities Network

formerly known as First Income Securities Network which is regulated

securities broker-dealer and Federally Insured Savings Network which assists in

the placement of time deposits with financial institutions Approximately 98% of

the Companys revenues are derived from the operations of First Internet

Securities Network The Company does not hold any funds or securities for the

account of securities customers and clears all its securities customer transactions

through another broker-dealer on filly disclosed basis It is therefore exempt

from SEC Rule 15c3-3 under Section k2ii

USE OF ESTIMATES

Management uses estimates and assumptions in preparing these financial

statements in accordance with U.S generally accepted accounting principles

Those estimates and assumptions affect the reported amounts of assets and

liabilities the disclosure of contingent assets and liabilities and the reported

revenues and expenses Actual results could differ from these estimates

PROPERTY AND EQUIPMENT

Property and equipment are stated at cost and depreciated of using accelerated

methods over the estimated useful lives of the assets

INCOME TAXES

Income taxes are provided for the tax effects of transactions reported in the

financial statements and consist of taxes cunently due plus deferred taxes

Deferred taxes represent the future tax return consequences of temporary

differences between the bases of certain assets and liabilities for financial and tax

reporting purposes which will be either deductible or taxable when the assets and

liabilities are settled Valuation allowances are established when necessary to

reduce deferred tax assets to the amount expected to be realized

-7-



FISN INC
NOTES TO FiNANCIAL STATEMENTS

DECEMBER 312008

NOTE SUMMARY OF OPERATIONS AND SIGNIFICANT ACCOUNTING
POLICIES Continued

CERTIFICATE OF DEPOSIT

The certificate of deposit is stated at cost which approximates fair value at quoted

prices in active markets

ACCOUNTS RECEIVABLE

The Companys receivables are primarily from broker/dealers and professional

associations located throughout the United States All accounts at December 31
2008 and 2007 are considered to be collectible

NOTE CONCENTRATIONS OF CREDIT RISK

At December 31 2008 and 2007 the Companys cash deposit with its clearing

broker exceeded the Securities Investor Protection Corporation SIPC protection

limit by $1064559 and $664040 respectively

NOTE INVESTMENTS

At December 31 2008 and 2007 the Company held 600 shares of an equity

security which is readily marketable At December 31 2008 the Company also

held certificate of deposit as an investment These securities are marked to

market at each reporting period Market is determined by quoted prices in active

markets

NOTE LINE OF CREDIT ARRANGEMENTS

The Company maintains line of credit arrangements with financial institution

The line of credit is unsecured and has total cash advance limit of $104000
Interest is computed on the outstanding principal at variable interest rates There

were no outstanding balances at December 31 2008 or 2007

-8-



FISN iNC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

NOTE INCOME TAXES

The net deferred tax assets and liabilities in the accompanying balance sheets

include the following components

2008 2007

Deferred tax assets 30837 26226

Deferred tax liabilities 21015 3t574
Deferred tax valuation allowance

Net deferred tax asset liability 9822 4348

Deferred taxes are the result of the Company using the cash basis of accounting

for income tax purposes and the difference in depreciation methods used for tax

purposes

The provisions for income taxes and benefit were as follows for the years ended

December 31 2008 and 2007

2008 2007

Current

Federal 148867 36218

State 30649 9464

Total current 179516 45682

Deferred

Federal 11602 7523

State 2568 1663

Total deferred 14170 9186

Total provision for income taxes 165.346 54.868
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FISN iNC
NOTES TO FiNANCIAL STATEMENTS

DECEMBER 312008

NOTE LEASE

The Company leases office space under lease that expires in 2011 The lease

provides for base rental plus contingent rentals based on the Companys share of

the increase in the landlords operating expenses as defined in the lease At

December 31 2008 the future minimum non-cancelable payments are as follows

2009 $135234 2010 $139279 2011 $119257 and $393770 in the

aggregate

NOTE RETIREMENT PLAN

The Company sponsors an employee salary reduction plan Simple-IRA under

section 408QD of the Internal Revenue Code The Company matches the

employees elective deferral on dollar for dollar basis not to exceed 3% of the

employees compensation or the indexed ceiling amount stipulated by the Internal

Revenue Code The Companys share of contributions totaled $62894 and

S36866 for the years ended December 31 2008 and 2007 respectively
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FTSN iNC
SCHEDULE COMPUTATION OF NET CAPITAL

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2008

TOTAL STOCKHOLDERS EQUITY 1069756

Deductions

Commissions receivable other 7940

Property and equipment net of depreciation 19456

Deferred tax asset 9822

Deposit 10410

Total deductions 47628

Net capital before haircuts on securities positions 1022128

Haircuts on Securities pursuant to

Rule 15c3-l c2viE6 Rule 15c3-1 c2viXAJJ 2249

Net capital 1019879

AGGREGATE INDEBTEDNES

Total liabilities included on balance sheet 214651
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FISN INC
SCHEDULE COMPUTATION OF NET CAPITAL

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31 2008

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

MINIM1JM CAPITAL REQUIRED subparagraph

a2 or Rule 15c3-1 100000

EXCESS OF NET CAPITAL OVER MINIMUM REQUIREMENT 919.879

EXCESS OF NET CAPITAL AT 1500% 1005562

EXCESS OF NET CAPITAL AT 1000% 998412

Ratio Aggregate Indebtedness to Net Capital 0.21 to

RECONCILIATION WITH COMPANYS COMPUTATION included

in Part II of FORM X-17A-5 as of December 31 2007

Net capital as reported in companys part II unaudited
FOCUS report 1019878

Rounding difference

Net capital 1.019879
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FISN INC
SCHEDULE II- COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2008

The Company does not receive or otherwise hold ftmds or securities for or owe money or

securities to securities customers and does not otherwise carry customer accounts Accordingly

the Company is exempt from Securities and Exchange Commission Rule 15c3-3 under the

exemption allowed in Section k2ii

Required deposit None
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INDEPENDENT AUDITORS REPORT
ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY SEC RULE 17a-5

Board of Directors

FISN Inc

4800 Montgomery Lane

Suite 880

Bethesda MD 20814

In planning and performing our audit of the financial statements and supplemental schedules of

FISN Inc for the year ended December 31 2008 in accordance with U.S generally accepted

auditing standards we considered its 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 rnle 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 The study included tests of

compliance with such practices and procedures that we considered relevant to the objectives

stated in Rule 7a-5g in the following

Making periodic con putations of aggregate indebtedness or aggregate debits and net

capital under Rule 17a-3al and the reserve required by Rule 15c3-3e

Making the quarterly securities examinations counts verifications and comparisons and

the recordation of differences required by Rule 173-13

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 judgment 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

hat assets for which the Company has responsibility are safeguarded against loss from

Member American Institute of Certified Public Accountants



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 accordance with U.S generally accepted accounting principles Rule 7a-5 lists

additional objectives of the practices and procedures listed in the preceding paragraph

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

above errors or fraud may occur and not be detected Also projection of any evaluation of them

to friture 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

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

or employees in the normal course of performing their assigned flmctions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

financial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

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

second paragraphs and would not necessarily disclose all matters in the internal control structure

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 2008 to meet the SECs objectives

This report is intended solely for the information and use of management and the SEC and other

regulatory agencies that rely on rule 17a-5g under the Securities and Exchange Act of 1934 in

their regulation of registered brokers and dealers and is not intended to be and should not be

used for anyone other than these specified parties

February 23 2009
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