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Report of Independent Registered Public Accounting Firm

The Board of Directors

SVG North America Inc

We have audited the accompanying statement of financial condition of SVG North America Inc

the Company as of December 31 2009 and the related statements of income changes in

stockholders equity and cash flows for the year then ended These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement We were not engaged

to perform an audit of the Companys internal control over financial reporting Our audit

included 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 also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the

overall financial statement presentation We believe that our audit provides reasonable basis for

our opinion

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

the financial position of SVG North America Inc at December 31 2009 and the results of its

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

accounting principles

Our audit was conducted 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 purposes of

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

ERNST YOUNG LLP

February 23 2010

member firm of Ernst Young Global Limited



SVG North America Inc

Statement of Financial Condition

December 31 2009

Assets

Cash and cash equivalents 92287

Receivable due from SVGL 105292

Certificate of deposit restricted 14561

Prepaid assets 1895

Total assets 214035

Liabilities and stockholders equity

Accrued expenses 27580

Stockholders equity

Common stock 3000 shares authorized issued and outstanding

$1 par value 3000

Treasury stock 2750 shares $1 par value 2750
Additional paid-in capital 24750

Retained earnings 161455

Total stockholders equity 186455

Total liabilities and stockholders equity 214035

See accompanying notes



SVG North America Inc

Statement of Income

Year Ended December 31 2009

Revenue

Marketing fee from SVGL 400983

Other income from SVGL 19359

Interest income 2376

Total revenue 422718

Expenses

Management fee to SVGI 360000

Audit 28500

Regulatory 2344

Professional 10139

Total expenses
400983

Net income before income tax expense
21735

Income tax expense
1782

Net income 19953

See accompanying notes
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SVG North America Inc

Statement of Cash Flows

Year Ended December 31 2009

Operating activities

Net income 19953

Adjustments to reconcile net income to net cash

provided by operating activities

Increase in receivable due from SVGL 16
Decrease in prepaid assets 1933

Increase in accrued expenses 7849

Decrease in income taxes payable 2272
Net cash provided by operating activities 27447

Financing activity

Dividend paid to SVGL 100000

Cash used in financing activity 100000

Net decrease in cash and cash equivalents 72553
Cash and cash equivalents at beginning of year 164840

Cash and cash equivalents at end of year 92287

Supplemental disclosure of cash flow information

Cash paid during the year for income taxes 3330

See accompanying notes



SVG North America Inc

Notes to Financial Statements

December 31 2009

Organization and Nature of Business

SVG North America Inc the Company was incorporated on September 16 1996 under the

laws of Delaware U.S.A The Company is registered as broker-dealer with the Securities and

Exchange Commission SEC and the Financial Industry Regulatory Authority FINRA The

Company provides services under marketing agreement effective January 2008 to its

immediate parent SVG Advisers Ltd SVGL As the Company has no employees SVG

Advisers Inc SVGI an affiliate provides accounting marketing and administrative services to

the Company for fee of $30000 per month The Companys ultimate parent is SVG Capital

plc which is publicly listed in the United Kingdom

Significant Accounting Policies

Use of Estimates

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

principles requires management to make estimates and assumptions that affect the amounts

reported in the financial statements and accompanying notes Actual amounts could differ from

those estimates

Accounting Standards Codification

The Financial Accounting Standards Boards FASB Accounting Standards Codification ASC
became effective on July 2009 At that date the ASC became FASBs officially recognized

source of authoritative U.S generally accepted accounting principles GAAP applicable to all

public and non-public non-governmental entities superseding existing FASB American Institute

of Certified Public Accountants Emerging Issues Task Force and related literature Rules and

interpretive
releases of the SEC under the authority of federal securities laws are also sources of

authoritative GAAP for SEC registrants All other accounting literature is considered non

authoritative The switch to the ASC affects the way companies refer to U.S GAAP in financial

statements and accounting policies Citing particular content in the ASC involves specifying the

unique numeric path to the content through the Topic Subtopic Section and Paragraph

structure



SVG North America Inc

Notes to Financial Statements continued

Significant Accounting Policies continued

Cash and Cash Equivalents

The Company has defined cash and cash equivalents as highly liquid investments with original

maturities of less than 90 days that are not held for sale in the ordinary course of business

Income Taxes

The Company accounts for income taxes in accordance with FASB ASC 740 Income Taxes

which requires an asset and liability approach to financial accounting and reporting for income

taxes Deferred income tax assets and liabilities are computed annually for differences between

the financial statements and tax bases of assets and liabilities that will result in taxable or

deductible amounts in the future based on enacted tax laws and rates applicable to the periods in

which the differences are expected to affect taxable income

The Company also recognizes and measures its unrecognized tax benefits in accordance with

FASB ASC 740 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 change

Income Taxes

Current income tax expense consisted of the following for the year ended December 31 2009

Federal 764
State 2546

Total income tax expense 1782

The Company has no deferred tax assets or tax liabilities



SVG North America Inc

Notes to Financial Statements continued

Related Party Transactions

The marketing fee and other income from SVGL totaling $420342 represents reimbursement

of 100% of cash expenses excluding income taxes incurred in connection with providing

services performed under marketing agreement with SVGL plus mark-up This is the

Companys sole source of revenue with the exception of interest income At December 31 2009

the amount receivable from SVGL related to this income was $105292

SVGI provides accounting marketing and administrative services to the Company for fee of

$30000 per month

On February 2006 the Company authorized the purchase of certificate of deposit in the

amount of $43682 to be pledged as collateral for letter of credit to be used in lieu of security

deposit for the SVGI sublease The Company acts as co-borrower with SVGI for this letter of

credit that has an interest rate of 3.5% The minimum amount required as security deposit is

scheduled to reduce over time and the letter of credit will reduce accordingly but will remain in

force until the lease expiration date of December 31 2010 The Company retains all interest

income earned from the certificate of deposit The sublease terminated prematurely on

February 28 2009 due to the bankruptcy of the sublandlord who has not yet cancelled the letter

of credit As result the Company has requested that the letter of credit not be automatically

renewed in February 2010 At December 31 2009 the certificate of deposit had been reduced to

$14561

On December 29 2009 the Company paid special dividend in the amount of $100000 to its

immediate parent SVGL

Net Capital Requirements

The Company is subject to the Uniform Net Capital requirements of the Securities and Exchange

Commission under Rule 5c3- which requires the maintenance of minimum net capital and

requires that the ratio of aggregate indebtedness to net capital both as defined shall not exceed

15 to At December 31 2009 the Company had net capital of $64707 which was $59707 in

excess of its required net capital of $5000 The Companys ratio of aggregate indebtedness to

net capital was .43 to

Subsequent Events

Management evaluated subsequent events through February 23 2010 the date the financial

statements were issued



Supplemental Information



Schedule

SVG North America Inc

Computation of Net Capital Pursuant to Rule 15c3-l

December 31 2009

Computation of net capital

Total stockholders equity 186455

Deductions

Total non-allowable assets from statement of financial condition 121748

Net capital 64707

Computation of excess net capital

Net capital requirement 5000

Net capital as calculated above 64707

Excess net capital 59707

Computation of aggregate indebtedness

Aggregate indebtedness per statement of financial condition 27580

Ratio of aggregate indebtedness to net capital .43 to

There were no material differences between the audited Computation of Net Capital included in

this report and the corresponding schedule included in the Company unaudited December 31

2009 Part HA FOCUSfiling



Schedule II

SVG North America Inc

Statement Regarding Rule 5c3-3

December 31 2009

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

Paragraph k2i of that Rule

10
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Supplementary of Independent Registered Public Accounting Firm

on Internal Control Required by Rule 17a-5gI1

Board of Directors

SVG North America Inc

In planning and performing our audit of the financial statements of SVG North America Inc the

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

standards generally accepted in the United States 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 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 The study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness and net capital under

Rule 17a-3al1 and for determining compliance with the exemptive provisions of

Rule l5c3-3 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 and

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 generally accepted accounting principles Rule 17a-5g lists

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

11
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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 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 was not designed to identif all deficiencies in internal control that might

be deficiencies significant deficiencies or material weaknesses We did not identif 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 FThTRA 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

ERNST YOUNG LLP

February 23 2010
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