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OATH OR AFFIRMATION

Anita Woods swear or affirm that to the best of

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

Financial Network Investment Corp as

of December 31 2009__ 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

Signature

CEO Financial and Operations Principal

Title

otary Public
EXPIRES

This report contains check all applicable boxes 9j1t
Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition umt
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 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 15c3-I and the

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

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to ist or found to have existed since the date ofthe previous audit

Forconditions of confidential treatment of certain portions othis filing see section 240.17a-5e3
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IFRtsjSTYOLJps1G ErnstYOUngLLP

55 Ivan Allen Jr Boulevard

Atlanta Georgia 30308

Tel 404 874 8300

Report of Independent Registered Public Accounting Firm

Stockholder and Board of Directors

Financial Network Investment Corporation

We have audited the accompanying statement of financial condition of Financial Network

Investment Corporation the Company wholly-owned subsidiary of FNI International Inc

which is an indirect wholly-owned subsidiary of ING America Insurance Holdings Inc as of

December 31 2009 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 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 We
were not engaged to perform an audit of the Companys internal control over financial reporting

Our audit included consideration of internal ntrol 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 statement of financial condition

assessing the accounting principles used and sinificant estimates made by management and

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 Financial Network Investment Corporation at

December 31 2009 in conformity with U.S generally accepted accounting principles

Atlanta Georgia

February 22 2010

1001-1125156

member firm of Ernst Youn9 Global Ljmited



Financial Network Investment Corporation

Statement of Fina ricial Condition

December 31 2009

As sets

Cash and cash equivalents

Restricted cash

Securities owned at market value

Commissions and concessions receivable

Accounts receivable net of allowance of$193016

Prepaid expenses

Due from affiliates

Notes receivable net of allowance of $320420

Deferred income tax asset

Deferred compensation plans investment

Total assets

Liabilities and stockholders equity

Liabilities

Securities sold not yet purchased at market value

Commissions and concessions payable

Accounts payable and accrued liabilities

Due to affiliates including $658751 under tax allocation agreement

Deferred compensation plans accrued liabilities

Other liabilities

Total liabilities

Stockholders equity

Common stock $001 par value

5000000 shares authorized 1000000 shares issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

57956098

120000

13431

15412832

5853736

145031

188547

38697488

16940607

28646097

163973867

69488

14290440

10283462

6744398

28681634

7390926

67460348

1000

41388222

55124297

96513519

163973867

The accompanying notes are an integ ral part of this financial statement



Financial Network Investment Corporation

Notes to Statement of Financial Condition

Nature of Business and Ownership

Financial Network Investment Corporation the Company is broker-dealer registered

under the Securities Exchange Act of 1934 and is member of the Financial Industry

Regulatory Authority F1NRA The Company is securities broker-dealer engaged in

the sale of securities to the general public through national network of registered

representatives The Company is also registered investment advisor providing

investment advice and financial planning services to clients residing in the United States

The Company is wholly-owned subsidiary of FNI International Inc FNII or Parent

and has certain transactions with other sulsidiarieS of FNII FNII is an indirect wholly-

owned subsidiary of ING America Insurance Holdings Inc llGAIH ING AIH is

wholly-owned subsidiary ING Groep N.V ING global financial services holding

company based in the Netherlands On November 2009 1NG entered into an

agreement with Lightyear Capital LLC to sell FNII Further information is provided

under Subsequent Events regarding this tr2nsaction

The Company is fully disclosed broker-dealer and clears all securities transactions

through an unaffiliated clearing broker Tie Company does not carry customer accounts

and is not required to make the periodic computation of reserve requirements for the

exclusive benefit of customers Therefore the Company is exempt from Securities and

Exchange Commission SEC Rule 15c3-3

Summary of Significant Accounting Policies

General

The preparation of the statement of financial condition in conformity with accounting

principles generally accepted in the United States requires management to make

estimates and assumptions that affect the amounts reported in the statement of financial

condition and accompanying notes Management believes that the estimates utilized in

preparing its statement of financial condition are reasonable and prudent Actual results

could differ from those estimates

Cash and Cash Equivalents

The Company considers deposits that can be redeemed on demand and highly liquid

investments that have original maturities of three months or less when purchased to be

cash and cash equivalents Cash equivalents are not held for sale in the ordinary course

of business



Financial Network Investment Corporation

Notes to Statement of Financial Condition

Resfricted Cash

Cash of $100000 at December 31 2009 has been deposited in an escrow account at

Pershing LLC as part of related clearing agreement

Cash of $20000 at December 31 2009 has been deposited in an escrow account at

National Securities Clearing Corporation as part of related service agreement

Securities Owned

Marketable securities that are bought and held principally for the purpose of selling them

in the near term are classified as tradin securities Trading securities are carried at

market value with net realized and unrealized gains and losses determined using the

specific identification method

Accounts Receivable

Accounts receivable are reported in the stitement of financial condition at net realizable

value Based on managements assessment the Company provides for estimated

uncollectible amounts through charge to expense and credit to valuation allowance

in the period that the receivable is determined to be uncollectible

Notes Receivable

The Company loans money to certain of u.s registered representatives under two types of

promissory note agreements which bear interest at various rates One such agreement is

forgivable promissory note and the other is payback promissory note which is

described more filly below Each forgivaole note contains provision for forgiveness of

principal and accrued interest if the registred representative meets specified commission

production levels The forgiveness determination is made at specified intervals that

coincide with scheduled principal and interest payments The Company amortizes the

principal balance of the notes into operations as other operating expense ratably over the

contractual term of the notes Notes receivable relating to these loan agreements in the

amount of $33066957 is reported in Notes Receivable on the balance sheet Total

principal amortization for 2009 was $5065870 An allowance of $320420 for bad debt

relating to these loan agreements was recorded as of December 31 2009

The payback notes are payable by the registered representatives to the broker-dealer and

are due at various maturity dates Notes receivable relating to these loan agreements in

the amount of $5630531 is reported in Notes Receivable on the balance sheet No

allowance for bad debt relating to these loan agreements was recorded as of

December 31 2009



Financial Network Investment Corporal ion

Notes to Statement of Financial Condition

Income Taxes

Deferred income tax assets and liabilities result from temporary differences between the

tax bases of assets and liabilities and their reported amounts in the statement of financial

condition that will result in taxable or deductible amounts in future years

Securities Sold Not Yet Purchased

Securities sold not yet purchased are reccrded at market value Market value is generally

determined by quoted prices on national exchanges Net realized and unrealized gains

and losses are reported in the statemeni of income If listed market prices are not

available fair value is determined based on other relevant factors including broker or

dealer price quotations Securities sold not yet purchased represent obligations to deliver

specified securities sold short at prevailing market prices in the future to satisfi these

obligations generally within three business days

Revenue Recognition

Commissions and related brokerage and clearing expenses related to customer

transactions are recorded on settlemen date basis which is not materially different

from trade date basis Interest and diidend revenues earned from the underlying

securities owned are accounted for on an accrual basis Investment advisory revenues are

recognized as earned on pro-rata basis over the term the services are performed

Financial Instruments with OffiBalance Sheet Risk

The securities transactions of the Companys customers are introduced on fully

disclosed basis with clearing broker-dealer The Company holds no customer funds or

securities The clearing broker-dealer is responsible for execution collection of and

payment of funds and receipt and deliveri of securities relative to customer transactions

Off-balance sheet risk exists with respect to these transactions due to the possibility that

customers may be unable to fulfill their contractual commitments In this event the

clearing broker-dealer may charge any related losses to the Company The Company

seeks to minimize this risk through procelures designed to monitor the creditworthiness

of its customers and to ensure that customer transactions are executed properly by the

clearing broker-dealer

Income Taxes

The results of the Companys operations are included in the consolidated tax return of

ING AIH ING AIH and its subsidiaries each report current income tax expense as

allocated under consolidated tax allocation agreement Generally this allocation results

in profitable companies recognizing tax provision as if the individual company filed

separate return and loss companies recognizing benefits to the extent of their losses



Financial Network Investment Corporation

Notes to Statement of Financial Condition

Deferred income taxes have been established by each member of the consolidated group

based upon the temporary differences within each entity The Company did not have any

deferred tax liabilities at December 31 2009 Significant components of the Companys

deferred tax asset at December 31 2009 ar as follows

Deferred tax asset

Deferred compensation 11962186

Pension 2811940

Forgivable loans 959824

Other 1206657

Total deferred tax asset 16940607

Management has evaluated the need for valuation allowance for the deferred tax asset

and believes that the deferred tax asset will more likely than not be realized

Accordingly no valuation allowance has been recognized

The Company has reviewed and evaluated the relevant technical merits of each of its tax

positions in accordance with Accounting Standards Codification ASC Topic 740

Accounting for Uncertainty in Income Taxes and has funded uncertain tax positions of

$10500000 as of December 31 2009 related to state tax matters This amount is

recorded at Lion Connecticut Holdings Inc

The Internal Revenue Service is currently examining iNG AIHs tax returns for the years

2004 through 2009 Management is not aware of any adjustments as result of this

examination that would have material impact on the financial statements of the

Company

Related Party Transactions

ING Brokers Network LLC NG BN an affiliated company and ING AIH allocate

portion of their general administrative expenses to the Company based on volume

number of personnel and activity Duing the year ended December 31 2009 the

Company paid amounts in reimbursement Df its allocated expenses

Amounts reported in the statement of financial condition related to transactions and

agreements with affiliates may not be the same as those recorded if the Company was not

wholly-owned subsidiary of its Parent



Financial Network Investment Corporation
Notes to Statement of Financial Condition

Employee and Registered Representative Benefits

401k and Pension Plans for Employees

The employees of the Company are covered by variety of employee benefit plans both

40 1k and pension that are administrated by affiliates The different plans have various

eligibility standards vesting requirements and guidelines for matching The Company

had no separate employee benefit plans in 2009 and relied on its affiliated companies to

cover all eligible employees All benefits that were paid by affiliates were charged back

to the Company for reimbursement

Deferred Compensation Plans for Employees and Registered Representatives

The Company maintains deferred compensation plans Plans for registered

representatives and other eligible employees Under the Plans if certain eligibility

requirements are met participant may defer portion of their income including

commission and fee earnings as applicable Such amounts are charged to salaries and

employee benefits by the Company Ad1itionally the Company may at its discretion

allocate additional amounts to participants Participants may elect to have all or portion

of their deferred compensation account indexed to rates of return on variety of

investment options including fixed rate Dption The Company accrues interest to these

participants based upon the actual rate of return on the underlying investment index

choice Such amounts are included in th Companys 2009 results of operations The

plans are unfunded therefore benefits are paid from the general assets of the Company

However for one of the Plans the Company has made investments that mirror amounts

and elections of the participants of which $28646097 is included as deferred

compensation plan investment on the stal ement of financial condition and is carried at

market value The total of net participart deferrals which is reflected within deferred

compensation plans accrued liabilities the statement of financial condition was

$28681634 at December 31 2009

Stock-Based Compensation

ASC Topic 718 Compensation-Stock Compensation ASC Topic 718 requires all share-

based payments to employees to be recognized in financial statements based upon the fair

value The Company adopted the provisions of ASC Topic 718 on January 2005

using the modified-prospective methoc Under the modified-prospective method

compensation cost recognized in 2009 includes compensation cost for all share-based

payments granted subsequent to January 2005 based on the grant-date fair value in

accordance with the provisions of ASC Topic 718 All shares granted during 2009 were

those of ING the Companys ultimate parent



Financial Network Investment Corporation

Notes to Statement of Financial Condition

Contingencies

The Company is party to number of claims lawsuits and arbitrations arising in the

course of its normal business activities While it is not possible to forecast the outcome

of such lawsuits/arbitrations in light of existing insurance and established reserves it is

the opinion of management that the disposition of such lawsuits/arbitrations will not have

materially adverse effect on the Companys operations or financial position

As with many financial services companies the Company and certain of its affiliates

have received informal and formal request for information from various state and federal

governmental agencies and self-regulatory organizations in connection with inquiries and

investigations of the products and practices of the financial services industry In each

case the Company believes full cooperaticn has been and is being provided

Regulators are also conducting other broad investigations involving the financial services

industry These initiatives currently focus on among other things compensation and

other sales incentives conflicts of interest anti-competitive activity marketing practices

and disclosure It is possible that the scope of these investigations will further broaden

before the investigations are concluded Like other financial services companies U.S

affiliates of ING have received formal and informal requests in this regard and are

cooperating fully with each request for information

Commitments

The Company is obligated by certain agreements to make loans to certain of its

representative agents under terms similaj to the existing promissory note agreements

which contain provision for forgiveness of principal and accrued interest if the

representative agent meets specified commission production levels These loans were

made at specified annual intervals from October 2006 through October 2009 in the

amount of $250000 each As of December 31 2009 the loans totaled $1000000 and are

reported on the statement of condition in Notes receivable Total principal amortization

relating to the loans in 2009 was $406319

Fair Value of Financial Instruments

ASC Topic 820 Fair Value Measurements and Disclosures ASC Topic 820 defines fair

value establishes framework for measuring fair value and establishes fair value

hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that

would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date fair value measurement assumes

that the transaction to sell the asset or trarsfer the liability occurs in the principal market

for the asset or liability or in the absence of principal market the most advantageous

market Valuation techniques that are consistent with the market income or cost

approach as specified by ASC Topic 820 are used to measure fair value



Financial Network Investment Corporation
Notes to Statement of Financial Condition

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair

value into three broad levels

Level inputs are quoted prices unadusted in active markets for identical assets or

liabilities the Company has the ability to access

Level inputs are inputs other thar quoted prices included in level that are

observable for the asset or liability either directly or indirectly

Level are unobservable inputs for the asset or liability and rely on managements

own assumptions about the assumptioiis that market participants would use in pricing

the asset or liability The unobservabli inputs should be developed based on the best

information available in the circumstances and may include the Companys own

data

The following tables present the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurlng basis as of December 31 2009

Fair Value Measurements on Recurring Basis

As ofDecenber3l2009

Netting and

Level Level Level Collateral Total

Assets

Cash and cash equivalents $57956098 $57956098

Restricted cash 120000 120000

Securities owned

Mutual funds 12001 12001

Municipal bonds 50 50

Corporate and other debt 1380 1380

Deferred compensation plan investment

Money market funds 946808 946808

Mutual funds 27699289 27699289

Liabilities

Securities sold not yet purchased

Mutual funds 12201 12201

Equities 8248 8248

Municipal bonds 49.039 49039



Financial Network Investment Corporation
Notes to Statement of Financial Condition

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-l which

requires the maintenance of minimum net capital The Company has elected to use the

alternative method permitted by the Rult which requires that the Company maintain

minimum net capital as defined equal to the greater of $250000 or 2% of aggregate

debit balances arising from customer transactions as defined

At December 31 2009 the Company had net capital of $27994560 which was

$27744560 in excess of the required net capital of $250000 The Company had no

aggregate debit items at December 31 2009

Under the clearing arrangement with the clearing broker the Company is required to

maintain certain minimum levels of net apital and comply with other financial ratio

requirements At December 31 2009 tle Company was in compliance with all such

requirements

10 Subsequent Events

On November 2009 llG entered intc an agreement with an unrelated third party

Lightyear Capital LLC to sell FNT International Inc the Parent of the Company

Regulatory approval for the sale was granted on January 15 2010 and the sale was

closed on February 2010 The transact on resulted in no impact to the 2009 financial

statements

On January 27 2010 the Company paid cash dividend of $12000000 to ING AIH

Required regulatory notifications were filel with the appropriate regulatory agencies

10
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