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OATH OR AFFIRMATION
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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

_______
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Mrn
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215 Main Street

Johnstown PA 15901

ESSEL CoT\/IPAINY Fax 814535.4332

PROFESSIONAL CORPORATION www.wesselcpa.com

INDEPENDENT AUDITORS REPORT

February 25 2011

To the Shareholder

Fund Investors Inc

Johnstown PA

We have audited the accompanying statements of financial condition of Fund Investors

lnc.the Company as of December 31 2010 and 2009 and the related statements of

operations changes in shareholders equity and cash flows for the years 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 Companys management Our responsibility is to

express an opinion on these financial statements based on our audits

We conducted our audits 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 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 Fund Investors Inc at December 31 2010 and 2009 and

the results of its operations and its cash flows for the years then ended in conformity with

accounting principles generally accepted in the United States of America

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedule is presented for

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

is supplementary information required by Rule 17a-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

Wessel Company
Certified Public Accountants



FUND INVESTORS INC

STATEMENTS OF FINANCIAL CONDITION

DECEMBER31 2010 AND 2009

Current Assets

Cash cash equivalents

Accounts receivable

Securities owned at estimated fair value Note

Prepaid expenses

25712

25712

LIABILITIESAND SHAREHOLDERS EQUITY

Current Liabilities

Commissions payable

Total Current Liabilities 448

Deferred income tax liability Note

Shareholders Equity

Common stock -$10 par value 100000 shares

authorized 600 shares issued and outstanding

Unrealized gain/loss on investments net of

deferred taxes

Retained earnings

Total Shareholders Equity

Total Liabilities and Shareholders Equity

898

6000

2921

15445

24366

25712

See Independent Auditors Report and

Accompanying Notes to Financial Statements

ASSETS
20092010

14345

1449

7119

2799

Total Current Assets

Equipment net of accumulated depreciation Note

Total Assets

448

13466

2932

5946

2963

25307

25307

1665

1665

622

6000

2024

14996

23020

25307



FUND INVESTORS INC

STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31 2010 AND 2009

Revenues

Commissions

Interest income

Total Revenues

2010

183817

183817

2009

153997
21

154018

Commissions

Rent

42922

20130

103531

6600

5580

2869

1736

35463

17178

86430

6600

6392

2364
733

See Independent Auditors Report and

Accompanying Notes to Financial Statements

Expenses

Payroll

Payroll taxes and benefits

Dues licenses and fees

Utilities

Supplies

Total Expenses

Income Before Provision for Income Taxes

Provision/Benefit for Income Taxes Note
Current provision/benefit

Total Provision/Benefit for Income Taxes

Net Income

183368

449

155160

1142

1142449
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FUND INVESTORS INC

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31 2010 AND 2009

Cash Flows from Operating Activities

Net Income/Loss

Adjustments to reconcile net income to cash

provided by/used in operating activities

Change in assets and liabilities

Accounts receivable

Prepaid expenses

Accounts payable

Income taxes payable

Total adjustments

Net Cash Provided By/Used In Operating Activities

Cash Flows from Financing Activities

Dividends paid

Net Cash Used In Financing Activities

Net lncrease/Decrease in Cash and Cash EquivØlents

Cash and Cash Equivalents Beginning of Year

Cash and Cash Equivalents End of Year

2010

449

1483
164

1217

430

879

879

13466

14345

2009

1142

1553
118

1164

54

561

1703

10000

10000

11703

25169

13466

Supplemental Disclosures

Accounting Policies Note

The Company considers all highly liquid investments with maturity of three

months or less when purchased to be cash equivalents

Supplemental Disclosures of Cash Flow Information

Cash paid during the year for

Income taxes 300

See Independent Auditors Report and

Accompanying Notes to Financial Statements



FUND INVESTORS INC

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 2010 AND 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Fund Investors Inc.the Company is broker dealer registered with the

Financial Industry Regulatory Authority FINRA It is Pennsylvania corporation

engaged in the sale of mutual fund shares The Company dOes not hold customer

accounts

Basis of Accounting and Use of Estimates

The Companys policy is to prepare its financial statements in accordance

with accounting principles generally accepted in the United States of America

under the accrual basis of accounting which generally records items under

historical costs and sometimes requires the use of estimates and assumptions

The accrual basis of accounting records revenue in the period in which earned

rather than when received and records expenses in the period in which incurred

rather than when paid The estimates and assumptions used could affect the

reported amounts of assets and liabilities at the date of the financial statements

and the reported amounts of revenue and expenses during the reporting period

Commission Recognition

Commissions earned on new accounts are recorded on trade date with

appropriate receivable being accrued Commissions paid to registered

representatives on new accounts are accrued at the time of application

Recurring commissions from direct customer deposits as well as

maintenance fees from mutual fund families are recorded when received since

they are not readily identifiable Corresponding commissions payable to registered

representatives are not recorded until the commission is received

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand cash in banks and all

highly liquid investments with an original maturity of three months or less At

December 31 2010 and 2009 the Company had no cash equivalents

Accounts Receivable

Accounts receivable represent commissions earned No allowance has been

provided based on historical collection results and managements judgment of

collectibility



Computers and Equipment

Computers and equipment are recorded at cost and depreciated over their

estimated useful lives of three to five years on straight-line basis for financial

statement purposes

Income Taxes

The Company accounts for income taxes in accordance with FASB ASC 740
Income Taxes which requires the Company to record income tax expense on the

liability method Current expense represents the estimated tax obligation per the

income tax return and deferred expense represents the change in the estimated

future tax effects of temporary differences and carryforwards Deferred tax assets

and liabilities are computed by applying enacted income tax rates to the expected

reversals of temporary differences between financial reporting and income tax

reporting and by considering carryforwards for operating losses and tax credits

The Company provides valuation allowance for deferred tax assets forwhich it

does not consider realization of such assets to be more likely than not

On January 2009 the Company adopted FASB Interpretation No 48 FIN

48 Accounting for Uncertainty in Income Taxes as codified in FASB ASC 740-

10 The codified interpretation requires the Company to evaluate tax positions

taken and determine whether it is more-likely-than-not that the tax position will be

sustained upon examination based on the technical merits of the position The

Company has performed an evaluation and has determined there are no material

unrecognized tax positions or uncertain tax positions that meet the reporting and

disclosure provisions of FIN 48 The Company records tax penalties and interest

as they occur For the year ended December 31 2010 the Company incurred no

tax penalty or interest costs

Concentrations of Credit Risk

The Company is engaged in the sale of mutual fund shares for which it

receives commissions Future income of the corporation is dependent upon the

fee structure as approved by the various fund families with which the Company
maintains sales agreements

Subsequent Events

Subsequent events were considered through February 25 2011

Fair Value of Financial Instruments

Certain financial instruments are required to be recorded at fair value The
estimated fair values of such financial instruments including cash and cash

equivalents certain debt instruments and other assets and liabilities have been

valued using market or cost information where appropriate Changes in

assumptions or estimation methods could affect the fair value estimates However
management does not believe any such changes would have material impact on

the financial condition results of operations or cash flows of the Company
Financial instruments including cash and cash equivalents other assets



and short-term and long-term debt are carried at cost which approximates fair

value

Accounting Policy Changes

In fiscal year 2010 the Organization adopted Financial Accounting Standards

Board FASB ASC 450-20 guidance on subsequent events This guidance had

no material effect on these financial statements but required an additional note

disclosure

In June 2009 the FASB replaced The Hierarchy of GenerallyAccepted

Accounting Principles with FASB Accounting Standards Codification The
Codification as the source of authoritative accounting principles recognized by the

FASB to be applied by nongovernmental entities in the preparation of financial

statements in conformity with GAAP The Codification was effective for financial

statements issued for periods ending after September 15 2009

Reclassifications

Certain accounts in prior-year financial statements have been reclassified for

comparative purposes to conform to the presentation in the current-year financial

statements

NOTE SECURITIES OWNED

In April 2000 Fund Investors Inc purchased 300 shares of common stock in

The NASDAQ Stock Market Inc private placement These shares are carried

at fair value

The following is summary of investments by major security type for

December 31 2010

Carrying Fair Unrealized

Value Value GainslLoss

NASDAQ Stock Market Inc 3300 7119 3819

Less deferred taxes see Note 898

Amount shown in stockholders equity 2921

The following is summary of investments by major security type for

December 31 2009

Carrying Fair Unrealized

Value Value Gains/Loss

NASDAQ Stock Market Inc 3300 5946 2646

Less deferred taxes see Note 622

Amount shown in stockholders equity 2024

10



NOTE FAIR VALUE MEASUREMENTS

FASB ASC 820 Fair Value Measurements as codified by the Financial

Accounting Standards Board defines fair value establishes framework for

measuring fair value and establishes fair value hierarchy which prioritizes

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 transfer 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 FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes valuation techniques used to measure fair

value into three broad levels

Level investments Valuation based on unadjusted quoted prices within

active markets for identical assets accessible by Fund Investors

Level investments Valuation based on quoted market prices for similar

assets within active or inactive markets or information other than quoted market

prices observable through market data for substantially the full term of the asset

As of December 31 2010 and 2009 the level investments consist of money
market funds

Level investments Valuation based on inputs other than quoted market

prices that reflect assumptions about the asset that market participants would

use when performing the valuation based on the best information available in the

circumstances Fund Investors has no such investments

Fair values of assets measured on recurring basis at December 31 2010

and 2009 are as follows

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant

Active Markets for Significant Other Unobservable

Identical Assets Observable Inputs Inputs

Fair Value Level Level Level
December31 2010

Cash and cash

equivalents money
market funds 7722 --- 7722

NASDAQ common
stock 7119 7119 _____

Total 14841 7119 7722 $_____

11



December 31 2009

Cash and cash

equivalents money
market funds 7722 7722

NASDAQ common
stock 5946 5946

Total 13668 5946 7722 $____________

NOTE CAPITAL STOCK

The authorized issued and outstanding shares of capital stock at December

31 2010 and 2009 were as follows

Common Stock Preferred Stock

$10 parvalue $10 parvalue

100000 shares authorized 100000 shares authorized

600 shares issued and outstanding No shares issued

NOTE SEC RULE 15C3-3 EXEMPTION

Fund Investors Inc.s transactions are limited to the sale and redemption of

registered investment company shares In addition the Company promptly

transmits all funds received in connection with its activities as broker or dealer

and does not otherwise hold funds or securities for or owe money or securities to

customers Accordingly Fund Investors Inc is exempt from the provisions of

Rule 15c3-3 as provided in subsections 15c3-3k1

NOTE PENSION PLAN

The Company has qualified non-contributory defined contribution profit

sharing plan Contributions to this plan are discretionary and are determined

annually by the Board of Directors Employees are immediately vested in all

contributions made on their behalf The pension expense for the years ended

December 31 2010 and 2009 is $17457 and $14731 respectively

12



NOTE 7- INCOME TAXES

The current and deferred income tax provision/benefit consists of the

following

2010 2009

Current Provision

State

Federal

Deferred Provision/Benefit

State 118 147
Federal 158 197

276 344

Total Provision/Benefit 276 344

The tax effects of temporary differences that give rise to significant portions

of the deferred tax assets and deferred tax liability are summarized as follows

2010 2009

Tax Assets/Liabilities

Unrealized gains/Iosses on investment

securities 898 622

Net Deferred Tax Asset/Liability 898 622

NOTE LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The Company had no subordinated liabilities at December31 2010 and

2009 or any time during the years then ended

NOTE DIVIDENDS

There were no dividends paid for the year ended December 31 2010 The

Companys Board of Directors declared and paid dividends of $10000 for the year
ended December 31 2009

NOTE 10 FOCUS REPORT

There are no material differences in net capital as reported on Fund

Investors Inc.s 2010 Focus Report and the accompanying financial statements

13



NOTE 11 RELATED PARTY TRANSACTIONS

Patrick Long the sole shareholder of Fund Investors Inc is also

shareholder of another non-affiliated corporation While not affiliated they are

operating under the common paymaster rules As such employees common to

both corporations are subject to one limit for payroll tax liability calculations

Additionally the Company has adopted the same pension plan as common
paymaster corporation

All payroll expenses and related costs are paid out of Long Mulhearn

Criste P.C Fund Investors Inc reimburses the common paymaster corporation

for its share of all such costs

NOTE 12 NETCAPITALREQUIREMENTS

The Company is subject to the Securities and Exchange Commissions
Uniform Net Capital Rule SEC Rule 15c3-1 Under this Rule the Company is

required to maintain net capital of not less than $5000 and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to for

both years ended December 31 2010 and 2009 The Companys net capital as

defined by SEC Rule 15c3-1 was $19430 and $18087 in excess of the minimum
net capital required for the years ended December 31 2010 and 2009

respectively The Companys net capital ratio was .07 to and .12 to for the

years ended December 31 2010 and 2009 respectively

14



SCHEDULE

FUND INVESTORS INC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31 2010

Total ownership equity 24366

Deduct ownership equity not allowable for net capital

Total ownership equity qualified for net capital 24366

Add
Liabilities subordinated to claims of general creditors allowable

in computation of net capital

Other deductions or allowable credits

Total capital and allowable subordinated liabilities 24366

Deductions andior charges

Total non-allowable assets 3609

Secured demand note deficiency

Commodity futures contracts and spot

commodities proprietary capital charges

Other deductions and/or charges _____________ 3609

Other additions and/or allowable credits

Net capital before haircuts on security positions 20757

Haircuts on securities computed where applicable pursuant

to 15c3-1

Contractual securities commitments

Subordinated securities borrowing

Trading and investment securities 1222

Undue concentration

Other securities

15



SCHEDULE

Continued
FUND INVESTORS INC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

FOR THE YEAR ENDED DECEMBER 31 2010

10 Net capital 19535

11 Minimum net capital required 6-2/3% of total aggregate indebtedness 90

12 Minimum dollar net capital requirement of reporting broker or dealer 5000

13 Net capital requirement greater of line 11 or 12 5000

14 Excess net capital 14535

Statement Pursuant to Paragraph d4 of Rule 17a-5

Differences between this computation of net capital and the corresponding computation

prepared by Fund Investors Inc and included in the Companys unaudited Part II

FOCUS Report filing as of the same date consisted of the following

Excess per the Companys Part II unaudited FOCUS report 14430

Allowable expenses The effect of audit adjustments for

current federal and state income tax liability 105

Excess per this computation 14535

The Company has not included supplementary schedules under Rule 15c3-3d and

regarding possessionand control requirements and computation of reserve requirements

as such amounts would be zero

16



215 Main Street

Johnstown PA 15901

LSSTL Fax 8145354332

PROFESSIONAL CORPORATION www.wesselcpa.com

INDEPENDENT AUDITORS REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17A-5

February 25 2011

To the Shareholders of

Fund Investors Inc

Johnstown PA

In planning and performing our audit on the financial statements and supplemental

schedule of Fund Investors lnc.the Company for the year ended December 31 2010 we

considered its internal control including control activities for safeguarding securities in order to

determine our auditing procedures for the purpose of expressing our opinion on the financial

statements and not to provide assurance on the internal control structure

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the Company

including tests of such practices and procedures that we considered relevant to the objectives

stated in Rule 17a-5g in making the periodic computations of aggregate indebtedness and

net capital under rule 17a-3a11 and for determining compliance with the exemptive

provisions of Rule 15c3-3 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 17a-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

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customer as required by Rule 15c3-3

The management of the Company is responsible for establishing and maintaining an

internal control structure 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 internal control structure policies

and procedures and of the practices and procedures referred to in the preceding paragraph

17



and to assess whether those practices and procedures can be expected to achieve the SECs
above mentioned objectives Two of the objectives of an internal control structure 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 accordance with generally accepted accounting principles Rule 7a-5g lists

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

Because of inherent limitations in any internal control structure or the practices and

procedures referred to above errors or irregularities 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

Our consideration of the internal control structure would not necessarily disclose all

matters in the internal control structure that might be material weaknesses under standards

established by the American Institute of Certified Public Accountants material weakness is

condition in which the design or operation of the specific internal control structure elements

does not reduce to relatively low level the risk that errors or irregularities in amounts that

would be material in relation to the financial statements being audited may occur and not be

detected within timely period by employees in the normal course of performing their

assigned functions However we noted no matters involving the internal control structure

including procedures 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 were adequate at December

31 2010 to meet the SECs objectives

This report is intended solely for the use of the shareholders management the SEC
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 should not be used by anyone

other than these specified parties

Wessel Company
Certified Public Accountants
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