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OATH OR AFFIRMATION

I Michael S. Seligsohn , swear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
FMS Bonds, Inc. ,asof
June 30 2010, are true and correct. I 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 a customer, except as follows:

No exceptions.

— a7
/

ELLEN TATE

MY COMMISSION # DD 786145 4= r\gn\__z/
EXPIRES: September 6, 2012 (Signature

Bonded Thu Notary Public Underwriters
- - == Chief Financial Officer
(Title)

/ VM Pul;lic) v

his report ** contains (check all applicable boxes):

<] (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. (Cash Flows)

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

(g) 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.

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

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.

() An Oath or Affirmation

(m) A copy of the SIPC Supplemental Report.

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

(0) Independent auditors' report on internal control required by SEC Rule 17a-5.

;x—l

COXXIKKXXIIXX

X [OXXK

** For conditions of confidential treatment of certain portions of this filing. See section 240.17a-5(e)(3).

A report containing a statement of financial condition has been included; accordingly it is
requested that this report be given confidential treatment.
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INDEPENDENT AUDITORS' REPORT

FMSbonds, Inc.
Boca Raton, Florida

We have audited the accompanying statement of financial condition of FMSbonds, Inc. as
of June 30, 2010, and the related statements of operations, changes in stockholders' equity,
changes in liabilities subordinated to claims of general creditors and cash flows for the year
then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's 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 of America. 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 examining, on a 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 audit provides
a reasonable basis for our opinion.

l( A U F M AN In our opinion, the financial statements referred to above present fairly, in all material

respects, the financial position of FMSbonds, Inc. as of June 30, 2010, and the results of
R 0 S S I N P its operations and its cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

PROFESS IC*‘ML

C O ASSOCIATION Our audit was conducted for the purpose of forming an opinion on the basic financial

CERTIFIED PUBLIC ACCOURTAKTS statements taken as a whole. The supplementary information on page 15 is presented for
purposes of additional analysis and is not a required part of the basic financial statements.
The supplementary information on pages 16 through 18 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of 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 a whole.

N G

Miami, Florida
August 25,2010
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FMSbonds, Inc.
STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2010
ASSETS
CASH, including $500,245 segregated for exclusive benefit of customers $ 2,808,808
RECEIVABLE FROM BROKERS AND DEALERS 14,565,445
RECEIVABLE FROM CUSTOMERS 7,618,292
SECURITIES OWNED, AT FAIR VALUE (NOTES 4, 6 AND 10) 134,310,683
BOND INTEREST AND REDEMPTIONS RECEIVABLE 2,102,825
SECURED DEMAND NOTES COLLATERALIZED BY MARKETABLE

SECURITIES (NOTE 2) 8,350,000
PROPERTY AND EQUIPMENT (NOTE 3) 1,573,694
OTHER ASSETS (NOTE 5) 2,522,581

$ 173,852,328

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Collateral loan payable (Note 6) $ 110,609,841
Payable to brokers and dealers 328,992
Payable to customers 284,217
Securities sold, but not yet purchased, at fair value (Notes 4 and 10) 2,524,216
Accounts payable and accrued liabilities (Note 8) 8,673,172
Stockholders' distribution payable 2,800,000
Total liabilities 125,220,438
LEASE COMMITMENTS AND CONTINGENCIES (NOTE 7)
SUBORDINATED LIABILITIES (NOTE 2) 8,350,000
STOCKHOLDERS' EQUITY 40,281,890

$ 173,852,328

See accompanying notes.
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FMSbonds, Inc.
STATEMENT OF OPERATIONS
YEAR ENDED JUNE 30, 2010

REVENUES
Trading profits 93,053,968
Interest 8,070,046
Commissions and other 647,647
Total revenues 101,771,661
EXPENSES BEFORE STOCKHOLDERS' SALARIES 50,217,744
INCOME BEFORE STOCKHOLDERS' SALARIES 51,553,917
SALARIES - STOCKHOLDERS 1,248,000
NET INCOME 50,305,917

See accompanying notes.
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FMSbonds, Inc.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
YEAR ENDED JUNE 30, 2010

Common stock
$0.25 par value: 10,000
shares authorized,

consisting of 100 voting and

9,900 non-voting shares

Shares Additional

issued and paid-in Retained

outstanding Amount capital earnings Total
Balances - June 30, 2009 650 $ 163 $ 364,028 $ 27,911,782 $§ 28,275,973
Capital stock reorganization 9,350 2,337  ( 2,337) - -
Distributions - - - ( 38,300,000) ( 38,300,000)
Net income - - 50,305,917 50,305,917

$ 39,917,699 $ 40,281,890

Balances - June 30, 2010

10,000 $§ 2,500 $ 361,691

See accompanying notes.
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FMSbonds, Inc.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

YEAR ENDED JUNE 30, 2010

BALANCE - JUNE 30, 2009 $ 8,350,000
ACTIVITY FOR THE CURRENT FISCAL YEAR -
BALANCE - JUNE 30, 2010 (NOTE 2) $ 8,350,000

See accompanying notes.
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FMSbonds, Inc.
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 50,305,917
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 270,057
Loss on disposal of property and equipment 247,337
Changes in operating assets and liabilities:
Receivable from brokers and dealers ( 11,639,220)
Receivable from customers 406,676
Securities owned, at fair value ( 13,490,931)
Bond interest and redemptions receivable ( 333,614)
Other assets ( 1,364,217)
Payable to brokers and dealers ( 9,333,937)
Payable to customers 128,697
Securities sold, but not yet purchased, at fair value 581,571
Accounts payable and accrued liabilities 176,339
Total adjustments ( 34,351,242)
Net cash provided by operating activities 15,954,675
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment ( 1,287,723)
Proceeds from sale of property and equipment 228,100
Net cash used in investing activities ( 1,059,623)
CASH FLOWS FROM FINANCING ACTIVITIES:
Stockholders' distributions (  40,200,000)
Net borrowings on collateral loan payable 24,923,825
Net cash used in financing activities ( 15,276,175)
NET DECREASE IN CASH ( 381,123)
CASH - BEGINNING 3,189,931
CASH - ENDING $ 2,808,808
Supplemental Disclosure of Cash Flow Information:
Interest paid $ 1,722,157
$ -

Income taxes paid

Supplemental Disclosure for Noncash Activities:

The Company has accrued $2,800,000 of distributions to the stockholders as of June 30, 2010.

See accompanying notes.
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FMSbonds, Inc.
NOTES TO FINANCIAL STATEMENTS

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business and Organization

FMSbonds, Inc. (the Company), is a broker and dealer specializing in municipal
bonds. The Company acts primarily in a principal capacity, buying and selling for its
own account and trading with customers and other dealers. To a lesser extent, the
Company acts in an agency capacity, buying and selling equity securities and
annuities for its customers and charging a commission.

Government and Other Regulation

The Company's business is subject to significant regulation by various governmental
agencies and self-regulatory organizations. Such regulation includes, among other
things, periodic examinations by these regulatory bodies to determine whether the
Company is conducting and reporting its operations in accordance with the applicable
requirements of these organizations.

Securities Transactions and Revenue Recognition

Securities transactions are reported on a trade date basis. The resulting difference
between cost and market is included in trading profits in the statement of operations.

Interest income is recorded on an accrual basis.

Valuation of Investments in Securities at Fair Value - Definition and Hierarchy

Fair value is defined as the price that the Company would receive to sell an investment
or pay to transfer a liability in an orderly transaction with an independent counter-
party in the principal market or in the absence of a principal market, the most
advantageous market for the investment or liability. Fair value measurements
establishes a three-tier hierarchy to distinguish between (1) inputs that reflect the
assumptions market participants would use in pricing an asset or liability developed
based on market data obtained from sources independent of the reporting entity
(observable inputs) and (2) inputs that reflect the reporting entity’s own assumptions
about the assumptions market participants would use in pricing an asset or liability
developed based on the best information available in the circumstances (unobservable
inputs); and establishes a classification of fair value measurements for disclosure

purposes.



NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Valuation of Investments in Securities at Fair Value -
Definition and Hierarchy (continued)

Various inputs are used in determining the value of the Company’s investments. The
inputs are summarized in the three broad levels listed below.

Level 1 - quoted prices in active markets for identical investments

Level 2 - other significant observable inputs (including quoted prices for similar
investments, interest rates, credit risk, etc.)

Level 3 - significant unobservable inputs (including the Company’s own
assumptions in determining the fair value of investments)

In applying the provisions of fair value measurements to the Company's portfolio
activities during the year, the following valuation techniques have been employed:

Municipal Bonds and Certificates of Deposit. The fair value of municipal bonds and
certificates of deposit is estimated using recently executed transactions, market price
quotations and pricing models that factor in, where applicable, interest rates, bond or
credit default swap spreads and volatility. These bonds and certificates of deposit are
generally categorized in Level 2 of the fair value hierarchy.

Corporate Bonds. The fair value of corporate bonds is estimated using recently
executed transactions, market price quotations (where observable), bond spreads or
credit default swap spreads. The spread data used are for the same maturity as the
bond. If the spread data does not reference the issuer, then data that references a
comparable issuer is used. When observable price quotations are not available, fair
value is determined based on cash flow models with yield curves, bond, or single-
name credit default swap spreads and recovery rates based on collateral values as key
inputs. Corporate bonds are generally categorized in Level 2 of the fair value
hierarchy.

Property and Equipment

Property and equipment is recorded at cost. Expenditures for major betterments and
additions are charged to the asset accounts while replacements, maintenance and
repairs which do not improve or extend the lives of the respective assets are charged to
expense currently.

Depreciation and Amortization

Depreciation and amortization of property and equipment is computed using the
straight-line method at various rates based upon the estimated useful lives of the
assets. The range of estimated useful lives is summarized as follows:

Furniture and fixtures 7 years

Office equipment 5 years
Leasehold improvements 7 years
Transportation equipment 5 years



NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivables

The Company does not provide a reserve for uncollected receivables as substantially
all amounts are collateralized by securities awaiting delivery. Amounts are charged
directly to expense when deemed uncollectible, and have historically been immaterial.

Income Taxes

The Company has elected, with the stockholders' consent, to be taxed under the S
Corporation provisions of the Internal Revenue Code. Under these provisions, the
taxable income of the Company is reflected by the stockholders on their personal
income tax returns. Accordingly, no provision for income taxes is included in the
accompanying financial statements. :

Commencing for 2010, the Company adopted Accounting for Uncertainties in Income
Taxes as prescribed by the Accounting Standards Codification, which provides
guidance for financial statement recognition and measurement of uncertain tax
positions taken or expected to be taken in a tax return for open tax years (generally a
period of three years from the later of each return’s due date or the date filed) that
remain subject to examination by the Company’s major tax jurisdictions. Adoption
had no effect on the Company’s financial statements.

Use of Estimates in the Preparation of Financial Statements

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 and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Advertising Costs

Advertising costs are charged to operations when incurred. ~Advertising expense
approximated $1,784,000 for the year ended June 30, 2010.

NOTE 2.

SECURED DEMAND NOTES COLLATERALIZED BY MARKETABLE
SECURITIES AND SUBORDINATED LIABILITIES

Secured demand notes collateralized by marketable securities consist of non-interest
bearing loans to stockholders of $8,350,000.

The subordinated liabilities may be repaid at the stated maturity dates only if, after
giving effect to such repayment, the Company meets the regulatory net capital
requirements governing repayment of such subordinated debt. These loans were made
under agreements pursuant to the rules and regulations of the Securities and Exchange
Commission, approved by the Financial Industry Regulatory Authority ("FINRA")
and are subordinated to the claims of general creditors.
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NOTE 2. SECURED DEMAND NOTES COLLATERALIZED BY MARKETABLE
SECURITIES AND SUBORDINATED LIABILITIES (Continued)

Effective October 31, 2009, an extension of maturity of $3,035,000 of secured demand
notes receivable and corresponding liabilities to stockholders was granted, with
FINRA approval, with a new expiration date of October 31, 2012.

The maturities of the subordinated liabilities for the years subsequent to June 30, 2010
are as follows:

2011 $ 2,000,000
2012 3,315,000
2013 3,035,000

$ 8,350,000

NOTE 3. PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2010 consisted of the following:

Furniture and fixtures $ 765,743
Office equipment 503,281
Leasehold improvements 598,545
Transportation equipment 646,611
2,514,180

Less: accumulated depreciation and amortization ( 940,486)
$ 1,573,694

Depreciation and amortization expense amounted to $270,057 for the year ended June
30, 2010.

10



NOTE 4. FAIR VALUE MEASUREMENT
The Company’s assets and liabilities recorded at fair value have been categorized
based upon a fair value hierarchy in accordance with fair value measurements and the
Company’s accounting policies as disclosed in Note 1. The following table presents
information about the Company’s assets and liabilities measured at fair value as of
June 30, 2010:
Quoted Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Inputs Inputs
ASSETS, at fair value (Level 1) (Level 2) (Level 3) Total
Securities Owned
Certificates of deposit  $ -3 1,308,547 $ -8 1,308,547
Corporate bonds - 26,103,910 - 26,103,910
Municipal bonds - 106,898,226 - 106,898,226
$ - $ 134,310,683 $ - $ 134,310,683
LIABILITIES, at fair value
Securities Sold, But Not Yet Purchased
Certificates of deposit  $ -3 195,797 $ -3 195,797
Corporate bonds - 63,915 - 63,915
Municipal bonds - 2,264,504 - 2,264,504
$ - $ 2524216 $ - $ 2524216
NOTESS. OTHER ASSETS

Other assets at June 30, 2010 consisted of the following:

Net cash value of life insurance policies $ 25,000
Prepaids 91,909
Deposits 257,611
Other receivables 292,265
Employee loans receivable 1,855,796

$ 2,522,581
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NOTE 6.

COLLATERAL LOAN PAYABLE

Collateral loan payable represents amounts due to the Company's clearing broker and
is collateralized by securities owned or held as collateral by the Company and
securities awaiting delivery on uncompleted transactions. Interest is payable monthly
at the prevailing variable rate, which was 1.81% at June 30, 2010. All amounts due
are payable on demand.

Interest expense for the year on all indebtedness amounted to $1,589,733.

NOTE 7.

LEASE COMMITMENTS AND CONTINGENCIES

Lease Commitments

The Company is obligated under various non-cancelable operating leases for certain
equipment and office facilities.

As of June 30, 2010, the approximate future minimum annual rentals under the non-
cancelable leases are as follows:

2011 $ 60,000
2012 54,000
2013 49,000
2014 41,000
2015 27,000

$ 231,000

The Company has a month-to-month lease arrangement with its stockholders for an
office facility in North Miami Beach, Florida. Rent expense and real estate taxes on
this facility approximated $202,600 and $29,400 respectively. During 2010, the
Company relocated its Boca Raton, Florida office facility to a new office facility also
located in Boca Raton, Florida, on a month-to-month lease arrangement with its
stockholders. Rent expense on the Boca Raton, Florida facilities approximated
$533,900. Total rent expense for all facilities for the year ended June 30, 2010
amounted to $832,723.

Litigation Matters

The Company is involved in various legal proceedings arising in the ordinary course
of business. These matters allege that the Company breached its fiduciary duties and
negligently managed the claimants' accounts through unsuitable investments. The
Company considers these allegations to be without merit and intends to vigorously
contest these claims. While it is not feasible to predict or determine the outcome of
these proceedings, in the opinion of management, based on a review with legal
counsel, any losses which may result from such legal proceedings are not expected to
have a material adverse effect on the Company's financial position or operating
results.
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NOTE 8.

EMPLOYEE BENEFIT PLANS

The Company maintains a 401(k) plan covering substantially all employees.
Employer contributions to the plan are at the discretion of management. At June 30,
2010, the Company had accrued $196,855 for this plan. Additionally, the Company
maintains a non-qualified Supplemental Employees' Retirement Plan (SERP).
Contributions, the funding of which is at management's discretion, are calculated
based on the qualifying employee's salary and years of employment. At June 30,
2010, the Company had accrued $3,788,000 for the SERP. These accruals are
included in accounts payable and accrued liabilities in the accompanying statement of
financial condition.

NOTE9.

NET CAPITAL REQUIREMENTS

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule
of the Securities and Exchange Commission, which requires that "Net Capital”, as
defined, shall be at least the greater of $250,000 or 6-2/3% of "Aggregate
Indebtedness”, as defined. At June 30, 2010, the Company's "Net Capital" was
$32,224,266 which exceeded requirements by $31,423,425. The ratio of "Aggregate
Indebtedness" to "Net Capital" was 0.37 to 1 at June 30, 2010.

NOTE 10.

CREDIT CONCENTRATIONS AND OFF-BALANCE-SHEET RISK

In the normal course of business, the Company enters into financial transactions in
which there is a risk of loss due to changes in the market ("market risk") or failure of
the other party to the transaction to perform ("credit risk"), as described below.

Securities Sold, But Not Yet Purchased

Securities sold, but not yet purchased, aggregate $2,524,216 at June 30, 2010.
Subsequent market fluctuations may require the Company to purchase these securities
at prices which exceed the market value in the accompanying statement of financial
condition. This short-sale liability is collateralized by securities owned.

Custody of Securities

Custodial functions for the Company's securities transactions are substantially
provided by a New York City bank. At June 30, 2010, a majority of securities owned

is held by this bank.

Deposits with Financial Institutions

The Company may, during the course of operations, maintain cash deposits in excess
of federally insured limits.
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NOTE 10.

CREDIT CONCENTRATIONS AND OFF-BALANCE-SHEET RISK
(Continued)

Other Risk Concentrations

In the normal course of business, the Company's customer activities involve the
execution, settlement, and financing of various customer securities transactions.
These activities may expose the Company to off-balance-sheet risk in the event the
customer or other broker is unable to fulfill its contracted obligations and the
Company has to purchase or sell the financial instrument underlying the contract at a

loss.
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FMSbonds, Inc.
SCHEDULE OF EXPENSES
YEAR ENDED JUNE 30, 2010

Advertising and promotion $ 1,783,663
Automobile and travel 426,534
Clearing charges 987,554
Computer supplies 594,735
Contributions 263,667
Depreciation and amortization 270,057
Dues and subscriptions 381,664
Employee benefits 1,272,504
Employees' salaries and commissions 35,258,847
Entertainment 249,003
Equipment rental 413,663
Insurance 1,289,654
Interest 1,589,733
Licenses, taxes and registration 745,178
Office 1,150,047
Payroll taxes 1,033,424
Professional fees 1,133,463
Rent 832,723
Repairs and maintenance 101,436
Telephone and communication 339,267
Utilities 100,928

$ 50,217,744

See independent auditors' report.
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FMSbonds, Inc.
COMPUTATION OF NET CAPITAL PER UNIFORM NET CAPITAL RULE 15C3-1 AND
RECONCILIATION TO COMPANY'S CORRESPONDING UNAUDITED FORM X-17A-5,

PART IIA FILING
JUNE 30,2010
CREDITS
Stockholders' equity $ 40,281,890
Subordinated liabilities 8,350,000
Total credits 48,631,890
DEBITS
Property and equipment 1,573,694
Other assets 2,522,581
Customers' unsecured accounts 70,310
Haircut on aged failed to deliver ~ 35,339
Interest claims receivable 105,210
Total debits 4,307,134
NET CAPITAL BEFORE HAIRCUTS ON SECURITY POSITIONS 44,324,756
HAIRCUTS ON SECURITY POSITIONS 12,100,490
NET CAPITAL 32,224,266
MINIMUM NET CAPITAL REQUIREMENT - GREATER OF $250,000 OR
6 2/3% OF AGGREGATE INDEBTEDNESS OF $12,012,617 800,841
EXCESS NET CAPITAL $ 31,423,425
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 0.37to 1
SCHEDULE OF AGGREGATE INDEBTEDNESS
Collateral loan payable $ 147,726
Payable to brokers and dealers 107,502
Payable to customers 284,217
Accounts payable and accrued liabilities 8,673,172
Stockholders' distributions payable 2,800,000
Total aggregate indebtedness $ 12,012,617

RECONCILIATION WITH COMPANY'S COMPUTATION IN PART IIA OF
FORM X-17A-5 AS OF JUNE 30, 2010

Net capital as reported in Company's Part ITA (unaudited) Focus report $ 29,809,028
Net audit adjustments (primarily arising from trade date adjustment) 284,654
Decrease in haircuts (primarily arising from trade adjustment) 2,130,584

Net capital per above $ 32,224,266

See independent auditors' report.
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FMSbonds, Inc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15C3-3 AND RECONCILIATION TO COMPANY'S
CORRESPONDING UNAUDITED FORM X-17A-5, PART II FILING

JUNE 30, 2010

CREDIT BALANCES

Free credit balances and other credit balances in customers' securities accounts $ 284,216
Monies borrowed, collateralized by securities carried for the account of customers 147,726
Customers' securities failed to receive 107,502
Credit balances in firm accounts which are attributable to principal sales to customers 1,314,847
Total credits 1,854,291
DEBIT BALANCES

Debit balances in customers' cash and margin accounts, excluding unsecured accounts and
accounts doubtful of collection 7,472,502
Excess of total debits over total credits $ 5,618,211

RESERVE COMPUTATION

As of July 1, 2010 (the first business day after June 30, 2010) the Company had $500,245 in a special

reserve bank account segregated for the exclusive benefit of customers.

RECONCILIATION TO THE COMPANY'S COMPUTATION
(INCLUDED IN PART Il OF FORM UNAUDITED X-17A-5 AS OF JUNE 30, 2010)

There are no differences between the Company's computation included in Part II of the Unaudited

Form X-17A-5 as of June 30, 2010 and the audited computation.

See independent auditors' report.
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FMSbonds, Inc.

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3

JUNE 30, 2010

There are no customers' fully paid securities and excess margin securities not in the respondent's
possession or control as of the report date (for which instructions to reduce to possession or control
had been issued as of the report date but for which the required action was not taken by respondent
within the time frames specified under rule 15¢3-3).

There are no customers' fully paid securities and excess margin securities for which instructions to

reduce to possession or control had not been issued as of the report date, excluding items arising from
“temporary lags which result from normal business operations” as permitted under rule 15¢3-3.

See independent auditors' report.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5(g)(1)

FMSbonds, Inc.
Boca Raton, Florida

In planning and performing our audit of the financial statements of FMSbonds, Inc. (the
Company) as of and for the year ended June 30, 2010, 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 Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company,
including consideration of control activities for safeguarding securities. This study
included tests of compliance with such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under rule
17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons,
and the recordation of differences required by rule 17a-13

(V8]

TS e— . Complying with the requirements for prompt payment for securities under Section 8 of
S o ASSOCIATION Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

SERTIFIED PUBLIL ACCQURTANTS
4. Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by rule 15¢3-3

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 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 paragraph.

L% %
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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.

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 necessarily identify all deficiencies in internal control
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 a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures, as described in
the second paragraph of this report, were adequate at June 30, 2010, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, FINRA and other regulatory agencies that rely on rule 17a-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.

Miami, Florida
August 25, 2010



INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY'S SIPC ASSESSMENT
RECONCILIATION

FMSbonds, Inc.
Boca Raton, Florida

In accordance with Rule 17a-5(e)(4) under the Securities Exchangye Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying Schedule
of Assessment and Payments [General Assessment Reconciliation (Form SIPC-7)] to the
Securities Investor Protection Corporation (SIPC) for the year ended June 30, 2010, which
were agreed to by FMSbonds, Inc. and the Securities and Exchange Commission,
Financial Industry Regulatory Authority, Inc. and SIPC (collectively the “specified
parties”), solely to assist you and the other specified parties in evaluating FMSbonds,
Inc's compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). FMSbonds, Inc.'s management is responsible for
FMSbonds, Inc.'s 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

I( A U F M A N procedures we performed and our findings are as follows:

R O SSI N ’iﬁ I. Compared the listed assessment payments in Form SIPC-7 with respective cash
s disbursement records noting no differences;

C O PROFESSIONA
s ASSUCTATION 2. Compared the Total Revenue amounts of the audited Form X-17A-5 for the
BERTIFLED PUBLIC ACCOUNTANTS year ended June 30, 2010, with the amounts reported in Form SIPC-7 for the year
ended June 30, 2010 noting no differences;

(V5)

. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers noting no differences; and

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in
the related schedules and working papers 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.

Praxity:
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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.
{‘% @M—As — C .

Miami, Florida
August 25,2010



SECURITIES INVESTOR PROTECTION CORPORATION
- PO Box 02185 Washington, D .C. 20080 2185 -
S")C 7 202971 8300 Slpc 7
(12 HEYV 6/10) General Assessment Recanciliation (2 REY 6410

Frethe 1

ab year endod _June 30 Cro 1O

fRcad caretnlly te inctratang o yoar Workag Gopy beforsy compietimg this foom

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

CoNwme of Member, address, Desigeated Pxomning Aothosily, £924 At registiation ne and month i which fisenl year ands for
piarpnaes of the audit requinement of SEC Rute 1705

[ e Wote: Hany of the infoumation shown on the mailing label
023280 FINRA  JUN requires correction, please e-mail any corrections (o

FMSBONDS NG form@sipe.org and so indicate on the form tiled,

4775 TECHNOLOGY WAY §TE 101

BOCA RATON FL 33431-3344

[ ]

Niume and telephone number of parson 1o confacl
respecting s tormn

Michael Seliggsohn 800-741-1103

20 A General Assesament litem 2o brom page 2 (not less than $150 minimum)] b 245,656

Bo Less payvmeat rade with SIPG -6 lilad (exclude interest) {147,834 J

January 28...2010
Pate Paid

C. o Less prigr gverpayment applied { 0 ]
0. Assessment balunge due or (evarpayment) 97,822
B dnterast computed on tate payment (see instruction B) for g days at 20% per annum 0
FooTolal assessment balance and inlerest due {or averpayment carried forward) S 97,822

G PAID WITH THIS FORM:
Check engtused, payable o 5IPG

fatad {(must be swne as F above) $ 97,822
Ho Overpayment carded lopward B Q !

“

1 Subsidinries (51 dnd predecessors {P)included in this Tenm (give name and 1934 Act regisiiation number):

the 5100 member subimiiting tis form and the

parsens by whom it s executed represent therehy

: i i i in i FMBL ls, Inc
that all information contained berein iv boe, corracl RDONLE , L0,

§IH(] (.f’!’”[?l(}h,‘, PHune o Coppaaiion Vootiecsing of Ol sstansahangy

Phosnar e Sugeilgand

Dated the 16 day ol Aupust L2010 Cro

[RS8

This form and the assessment payment is due 60 days afler the end of the fiscal year. Retain the Working Copy of this form
tor & period of not less than 6 years, the tnlest 2 years in an easily accessible place.

<

Pestnvrkod Ragiived Foviewaed

Caleatations Procomentadion o Forwand Capy e

Exceplions:

SIPC REVIEWER
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amuounts for the Hscal pa’er"yd
beginning _July. ¢
and ending J
Eliminate cents

ltem No. .
Za. Totad rovenue (FOCUS Ling (2/Part A Line 9. Code 4030} B 101,771,660

2h. Additigns:
1) Total revenuey from the securities business ol subsidiarivg (except lotvign subsidiades) and

gradecessors nol nclyded above. 0
{21 Nel less from pringipal transactions in securilies in leading accounls 0
{3) Nat loss from principal ransactions in eommodifios in rading aceaunts, 0
4} Intgrast and dividend expense deducted in determining item 2a. Q

{5) Net loss from managemant of or participation in the underwriting or digtibution of securities, g

{6} Expanses other than adverlising, printing, registration fees and legal lees deductad in detarmining nel

profit trom management of o1 participation in undprweiting o1 dislribution of securities, 0
{73 Net loss bom seeurtliss in invesiment accounts. Q
T'otal additions 101,771,660

2o, Dedustions:
(1} Revenuss {rom the digiribution of shares of a registergd open end inveshment company af unil
investmen! Irust, Tfrom the sale of variable annuities, from the business of insurance, from invesiment
advisory services renderad to ragistered investatent companies of insurance company separate

aceounts, and from transaclions in security futures products. 79,143
{2} Revenues from commodily transacticns, 0
{3 Commigsians, Hoor brokerage and clearance paid 1o other SIPC members in connaclion with

securities fransactions 150,362
(4] Reimbursements for pestage in connection with praxy solicltation. Q
iB) Nel gain lrom securities o investment gesounis, ¥

{6 100% of commigsions and markups sarasd from lrans ificates of deposil wd

atkarg geceplances of cam u‘»rm% naper the a! nmtnw ning months o loss

i e casuty britls . -
from isstance dale. , 689,965
nd fegal fees incurred in connection with stiier revenye
§ {revenue defined by Seeton 16{89){L} of the Act). {
i8) Other revenue nat reladed ellher diteelly or indirecty 10 the securiiies business
iSew netrachion G
i Q
{8y {iy Total inlgrast 4 1se (FOCUS Line 22/PART HA Line 13
Code 4475 plus | :‘ s 2b{d] aim‘-fe_) bul not i sxcess
of fotal intpres! and dividend income. $. 1,589,732
(i1} 40% of margin infergst earned ae cuslomers securilies
ounis 140% of FOCUS line 5, Gade ! 5 0
Enter the greater af tine (03 or 40l L.589.732
Tetal deducti 3,309,202
26. SIPC Nel Operating Rivenues $.. 98,262,458
26, Gengral Assessmanl @ 0025 k3 245,656,

s thin

{to page 1 bl nol
FEA0 mindmum)




fImaShonds, Inc.

I Municipal Bond Specialists 4775 Technology Way, Boca Raton, FL 33431
August 26, 2010

VIA FEDERAL EXPRESS

RE: FMSbonds, Inc.
CRD# 7793

To Whom It May Concern,

Enclosed please find the FMSbonds, Inc. Report Pursuant to Rule 17(a)-5(d) for year
ended June 30, 2010. Also, included please find the FMSbonds, Inc. Statement of Financial
Condition dated June 30, 2010.

If you have any further questions or should you need more information please contact
my office at (800) 741-1103 ext. 2457.

atthew Guerrise
Chief Compliance Officer

Boca Raton * N. Miami Beach * Greenwich * Denver * Bozeman
Member FINRA/SIPC m  Established1978 m www.FMSbonds.com m  1-800-741-1103



