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805 Third Avenue

New York NY 10022

Tel 212-838-5100

Fax 212-838-2676

e-mail thfo@sherbcpa.com

Offices in New York and Florida

Report of Independent Registered Public Accounting Firm

The Board of Directors and Members

Fondsfinans Inc

We have audited the accompanying statement of financial condition of Fondsfinans Inc the

Company as of December 31 2010 and the related statements of operations and stockholders

capital and cash flows for the year then ended that you are filing pursuant to rule 7a-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 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 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 reasonable basis for our opinion

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

financial position of Fondsfinans Inc as of December 31 2010 and the results of its operations

and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

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 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 fmancial statements

and in our opinion is fairly stated in all material respects in relation to the basic fmancial

statements taken as whole

The company receives fmancial support from its parent company for the funding of its ongoing

operation

Sherb Co LLP

New York New York Certified Public Accountants

February 11 2011

Certified Public Accountants



FONDSFINANS INC

Cash and cash equivalents

Cash segregated in compliance with federal regulations

Other receivable

Prepaid expenses

Due from affliates

Security deposit

STOCKHOLDERS EQUITY AND PARTNERS CAPITAL

Common stock no par value

1000 authorized 100 shares issued and outstanding

Retained earnings

2870883

1719682

TOTAL STOCKHOLDERS EQUITY AND PARTNERS CAPITAL 1151201

TOTALLIABILITIES AND STOCKHOLDERS EQUITY

See accompanying notes to audited financial statements

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2010

ASSETS

CURRENT ASSETS

199970

21455

11093

548697

52500

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS EOUITY

1392552

CURRENT LIABILITIES

Accounts payable and accrued expenses

TOTAL LIABILITIES 241351

241351

1392552



FONDSFINANS INC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31 2010

Revenues

Commissions 141564

Total revenues 141564

Expenses

Compensation and benefits 851657

Professional fees 53942

Communications 39164

Rent 96250

Other General and administrative 151137

Total expenses 1192150

Net loss from operations before income

taxes 1.050.586

Income tax expense

Net loss 1050586

See accompanying notes to audited financial statements



FONDSFINANS INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

YEAR ENDED DECEMBER 31 2010

Additional

Common Par Paid-in Retained Stockholders

Stock Value Capital Earnings Equity

Balance at December

31 2010 100 955655 669095 286560

Contributed capital 1915228 1915228

Net loss
______________ 1050586 1050586

Balance at December

31 2010 100 2870883 1719681 1151201

See accompanying notes to audited financial statements



FONDSFINANS INC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2010

CASH FLOWS FROM OPERATiNG ACTIVITIES

Net Income

Adjustments to reconcile net income to net cash used by

Changes in assets and liabilities

Other receivable

Prepaid expense

Due from affliates

Accounts payable Accrued liabilities

Net cash used by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Restricted cash

1050586

21456

11093

549407

241352

1391189

199970

199970
Net cash used by investing activities

CASH FLOWS PROVIDED iN FINANCING ACTIVITIES

Capital Contribution

Net cash provided in financing activities

NET INCREASE IN CASH

CASH AT BEGINNING OF THE YEAR

CASH AT THE END OF THE YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year

Interest

Taxes

See accompanying notes to audited financial statements

1915228

1915228

324068

234769

558837



Fondsfinans Inc

Notes to Financial Statements

Year Ended December 31 2010

Organization

Fondsfinans Inc the Company is wholly owned subsidiary of Fondsfinans ASA Norways oldest

independently owned investment firm Founded in 2008 the Company is knowledge-based investment

firmwith the business objective of creating long-term added value for its clients

Fondsfinans Inc is member of FINRA and SIPC

Fondsfmans Inc distributes the equity research produced by Fondsfinans ASA to U.S institutional

investors pursuant to SEC Rule 5a-6 and FINRA Rule 2711

Summary of Significant Accounting Policies

Cash and Cash Equivalents

The Company considers highly liquid fmancial instruments with maturities of three months or less at the

time of purchase to be cash and cash equivalents

The Company maintains its cash in bank accounts at high credit quality fmancial institutions The balances

at times may exceed federally insured limits of 250000

Estimates

The preparation of the fmancial 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

consolidated financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates

Fair Value of Financial Instruments

The carrying value of cash accounts receivable other receivables accounts payable and accrued

expenses approximate their fair values based on the short-term maturity of these instruments The

carrying amounts of debt were also estimated to approximate fair value

The Company utilizes the methods of fair value measurement as described in ASC 820 to value its

financial assets and liabilities As defined in ASC 820 fair value is based on 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 In order to increase consistency and

comparability in fair value measurements ASC 820 establishes fair value hierarchy

That prioritizes observable and unobservable inputs used to measure fair value into three broad levels

which are described below

Level Quoted prices unadjusted in active markets that are accessible at the measurement date for assets

or liabilities The fair value hierarchy gives the highest priority to Level inputs



Fondsfmans Inc

Notes to Financial Statements

Year Ended December 31 2010

Fair Value of Financial Instruments continue

Level Observable prices that are based on inputs not quoted on active markets but corroborated by

market data

Level Unobservable inputs are used when little or no market data is available The fair value hierarchy

gives the lowest priority to Level inputs

Income Taxes

Deferred income taxes are recognized for the future tax consequences attributable to differences between the

fmancial statement carrying amounts of existing assets and liabilities and their respective tax basis Deferred

tax assets and liabilities are measured using enacted tax rates expected to be recovered or settled The effect

on deferred taxes of change in tax rates is recognized in income in the period that includes the enactment

date The deferred tax asset of approximately 580000 has been recorded on the net operating loss

carryforword of approximately 1.7 million which expire in the year 2028 to 2030

Management Estimates

The accompanying financial statements have been prepared in accordance with generally accepted

accounting principles GAAP The preparation of financial statements in conformity with GAAP 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 revenues

and expenses during the reporting period Actual results could differ from those estimates

Due from affiliates

Due from Fondsfmans ASA outstanding at December 31 2010 is as follows

Commission from related parties 99267

Other receivable Miscellaneous expenses 449430

548697

Revenue and Expense Recognition

The Company earns revenue commissions from brokerage activities which are recognized on the day of

trade trade date basis and carried at market value Fees for underwriting and placement services are

recognized when the deal is completed and the income is reasonably determinable

Cash segregated in compliance with federal regulations Pursuant to its current status as

broker dealer with FTh4RA the company is required to maintain such funds for regulating purposes

relating to maintaining cash in segregated reserve account for the exclusive benefit of its clients



Fondsfinans Inc

Notes to Financial Statements

Year Ended December 31 2010

Commitments and Contingencies

On September 21 2009 the Company entered into lease agreement with 950 Third Avenue LLC the
LLC The agreement provides for monthly payments from the Company to the LLC of 9319 which is in

effect until September 21 2014

Net Capital Requirements

The Company is subject to the SEC Unifonn Net Capital rule SEC rule 5c3-1 which requires the

maintenance of minimumnet capital and requires that the ratio of aggregate indebtedness to net capital both as

defmed shall not exceed 15 to At December 31 2010 the Company had net capital of $517230 which was

$267230 in excess of its required net capital of $250000

Capital Contributions

During the year the Company received approximately $1915228 in capital contributions from its parent

company Fondsfinans ASA

Subsequent Event

The Company has evaluates subsequent events for the disclosure purposes through February 11 2011 .Jn

January 2011 the company received 350000 as monies recorded as due from affiliates

10
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Schedule

Fondsfmans Inc

Computation of Net Capital

Under Rule 15c3-1 of the

Securities and Exchange Commission

December 31 2010

Total stockholders equity qualified for net capital $1151201

Deductions and/or

charges

Non-allowable assets

Due from Affiliates 548697

Prepaid expenses and other assets 85274

633971

Net capital 517230

Computation of Alternate Net Capital Requirement

2% of combined aggregate debit Item as shown in the formula for reserve

Requirements pursuant to Rule 15c3-3

Minimum dollar net capital requirement the higher of 2/3% of aggregate

indebtedness of $241351or $250000 250000

Net capital requirement greater of above 250000

Excess net capital 267230

Computation of Ratio of Aggregate Indebtedness to Net Capital

Total aggregate indebtedness 241351

Ratio of aggregate indebtedness to net capital .47 to

Net capital per unaudited December 31 2010 FOCUS report 517230

Net audit adjustment

Net capital per December 31 2010 audited report as filed 517230

Statement Pursuant to Para2raph d14 of Rule 17a-5

No material differences exist between the net capital computation above and the computation included

in the FOCUS Form X-17a-5 Part II as filed by the Company on January 26 2011

11



Fondsfinans Inc

STATEMENT REGARDING SEC RULE 15c3-3

December 31 2010

Exemptive Provisions

The Company claims exemption from the requirements of Rule 5c3-3 under Sections k2i and

k2ii for and Therefore the following reports are not presented

Computation for Determination of Reserve Requirement under Rule 5c3-3

Information relating to the Possession or Control Requirements under Rule 15c3-3

12



805 Third Avenue

New York NY 10022

Tel 212-838-5100

Fax 212-838-2676

e-mail thfo@sherbcpa.com

SIIERB CO LLP Offices in New York and Florida

Certified Public Accountants
Independent Auditors Report on Internal Control

Pursuant to SEC Rule 17a-5 for Broker-Dealer

Claiming

Exemption From SEC Rule 15c3-3

The Board of Directors and Stockholder

Fondsfinans Inc

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

Inc 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 audit procedures for the purpose of

expressing our opinion on the financial statements and not to provide assurance on internal control

Also as required by rule 7a-5gl of the Securities and Exchange Commission the 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 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under rule 7a-3all 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 ithe following

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule 7a-1

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 preparation of financial statements in accordance with

accounting principles generally accepted in the United States of America Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or 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

13



Our consideration of internal control would not necessarily disclose all matters in internal control 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 components does not reduce to relatively low level the risk that error or fraud in amounts that

would be material in relation to the fmancial statements being audited may occur and not be detected within

timely period by employees in the normal course of perfbrming their assigned functions However we

noted no matters involving internal control including 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 were

adequate at December 31 2010 to meet the SECs objectives

The report is intended solely for the use of the Board of Directors 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 is not intended to be and should not be used by anyone other than the

specified parties

Sherb Co LLP

Certified Public Accountants

New York New York

February 11 2011
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