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Independent auditors report

To the Board of Directors and Stockholders of

VONTOBEL SECURITIES AG ZURICH

We have audited the accompanying statement of financial condition of Vontobel Securties AG the
Company as of December 31 2010 and the related statements of income cash flows and

changes in stockholders equity for the year then ended that you are filing pursuant to Rule 7a-5

under the Securities Exchange Act of 1934.2 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 consideration of internal control over financial reporting as basis for designing

audit procedures that are appropriate in the circumstances but not for the purpose of expressing
an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

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

accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation We believe that our audit provides reasonable basis

for our opinion

In our opinion such financial statements present fairly in all material respects the financial

position of Vontobel Securities AG at December 31 2010 and the results of their operations and
their cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America

WirtschaftsprUfung Steuerberatung Consulting Corporate Finance

Member of Deloitte Touche Tohmatsu



Deloitte

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The supplemental schedules and II listed in the accompanying table of contents

are presented for purposes of additional analysis and are not required part of the basic financial

statements but are supplementary information required by Rule 7a-5 under the Securities

Exchange Act of 1934 These schedules are the responsibility of the Companys management

Such schedules have been subjected to the auditing procedures applied in our audit of the basic

financial statements and in our opinion are fairly stated in all material respects when considered in

relation to the basic financial statements taken as whole

Zurich February 25 2011

ROS/SSC/fsp

Sandro Scnberger
Licensed PCdit Expert

Deloitte

Auditor in Charge



STATEMENT OF FINANCIAL CONDITION AT DECEMBER 31 2010

Convenience translation into US dollars Note

Vontobel Securities Ltd

2010 2010

CHF USD

ASSETS

Cash and cash equivalents 3627712 3891976

Accrued earnings 5855 6282

Accounts receivable 136885 146857

Total ASSETS 3770452 4045115

LIABILITIES AND SHAREHOLDERS EQUITY

Liabilities

Bank overdraft 309 332

Accrued expenses 1577323 1692225

Accrued taxes 632 678

Liabilities subordinated 932100 1000000

Total LIABILITIES 2510364 2693235

Shareholders equity

Share capital 2OOO bearer shares of CHF iOOO each 2000000 2145693

issued

outstanding

authorised

Accumulated profit
739912 793813

Total SHAREHOLDERS EQUITY 1260088 1351880

Total LIABILITIES AND SHAREHOLDERS EQUITY 3770452 4045115

The accompanying notes are an integral part of these financial statements



STATEMENT OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31 2010

Convenience translation into US dollars Note

Vontobel Securities Ltd

2010 2010

CHF USD

REVENUES

Commissions 5458015 5855611

Interest income 57292 61465

Trading result net 25262 27102

Total REVENUES 5490045 5889974

EXPENSES

Employee compensation and benefits 2087708 2239790

Communications 288702 309733

Occupancy and equipment cost 166182 178288

Interest expense 2840 3047

Losses in error account and bad debts 111385 119499

Data processing costs 1891040 2028795

Other expenses
2327144 2496668

Total EXPENSES 6875001 7375820

Income before taxation 1384956 1485846

Income taxes 20716 22225

Net loss 1364240 1463621

The accompanying notes are an integral part of these financial statements



STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2010

Convenience translation into US dollars Note

Vontobel Securities Ltd

Total

CHF

Share capital

2010

CHF

Accumlated

Profit

CHF

Beginning balance January 2010

Net loss

2624329

1364240

2000000 624329

1364241

Dividend paid to parent

Beginning balance January 2010

Impact of exchanges rate movements on

opening balances

Net loss

Dividend paid to parent

Ending balance December 31 2010

Ending balance December 31 2010 1260089

USD

2538650

276851

1463621

1351880

2000000

USD

1934704

210989

2145693

739912

USD

603946

65862

1463621

793813

The accompanying notes are an integral part of these financial statements



STATEMENT OF CASH FLOWS FOR THEY YEAR ENDED DECEMBER 31 2010

Convenience translation into US dollars Note

Vontobel Securities Ltd

2010 2010

CHF USD

Cash flows from operating activities

Net loss 1364240 1463621

Adjustments to reconcile net income to

Net cash provided by operating activities

Effect of exchange rate changes on cash 213130

Changes in operating assets and liabilities

Decrease in securities owned 2514000 2697135

Decrease in accrued earnings 2293 2460

Increase in accounts receivable 23235 24928

Decrease in bank overdraft 1667 1789

Decrease in accrued expenses 451 943 484865

Increase in accrued taxes 120 128

Net cash provided by operating activities 675328 937650

Cash flow from financing activities

Dividend paid

Net cash used in financing activities 932100 1000000

Net increase in cash and cash equivalents 1607428 1937650

Cash and cash equivalents at beginning of year 2020285 1954326

Cash and cash equivalents at end of year 3627713 3891976

Additional cash flow information

Cash paid during the year for

Income taxes

The accompanying notes are an integral part of these financial statements



NOTES TO THE FINANCIAL STATEMENTS

Note Summary of significant accounting policies

Nature of business

Vontobel Securities Ltd the Company is wholly-owned subsidiary of Vontobel Holding Ltd

the Holding both are incorporated in Zurich Switzerland The Company operates as regis

tered broker dealer in the United States transacting primarily in European securities The New

York branch of the Company which has been liquidated as of December 2002 has been re

established as of November 16 2006 in the course of the acquisition of the equity brokerage

and corporate finance units of Lombard Odier Darier Hentsch Cie by Bank Vontobel Ltd the

Bank Vontobel Securities Ltd has mainly brokerage and service agreements with the Bank

and the Holding whereby the Bank executes transactions and provides related clearing cus

todial and administrative services The Holding renders various services including manage

ment support controlling corporate identity and project tasks

Basis of presentation

The financial statements are presented in conformity with accounting principles generally ac

cepted in the United States The Companys functional and reporting currency is that of its

parent Swiss Francs These financial statements are expressed in US dollars for the readers

convenience based on the exchange rate as of December 31 2010 of CHF 0.93210 per USD

1.00 This convenience translation should not be construed as representation that the Swiss

Francs amounts could be converted to US dollars at that rate

Use of estimates in the preparation of financial statements

The preparation of financial statements in conformity with generally accepted accounting prin

ciples requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the re

porting period Actual results could differ from those estimates

Cash flows

For purposes of the statement of cash flows the Company considers all highly liquid debt in

struments purchased with an original maturity of three months or less to be cash equivalents

Presented in the statement of cash flows is the effect of exchange rate changes on the open

ing cash balance



Revenue recognition

Income from services is stated when the services are rendered Interest income is accrued as

earned

Note Taxation

In Switzerland taxes are assessed on the Companys net equity capital and on the Compa

nys income The income tax rate is graduated in proportion to the ratio of income before taxa

tion to capital The provision for taxes is summarized below

CHF USD

Swiss taxes 3980 4270

Note Accumulated profit

The accumulated loss as of December 31 2010 amounts to USD 1463621 CHF 1364241

Note Commitments

No material lease commitments to third parties exist at December 31 2010 However the

Company has entered into service level agreements with the Bank and the Holding for transac

tion and management services Note

Note Related party transactions

The Company was charged USD 4613613 CHF 4300348 by affiliates for administrative

services providing transaction services management support controlling and rental

charges This amount includes Communication costs Occupancy and equipment costs Data

processing costs and other expenses Rental charges relate mainly to office premises and fur

nishings

The Company earned USD 5855611 CHF 5458015 in commission fees from the Bank for

acting as the introducing broker in accordance with their brokerage and service agreement

Company cash accounts in the amount of USD 3847178 CHF 3585955 are held at the

Bank interest is based on rates paid from the Bank to third-parties This yeais interest income

from the Bank amounts to USD CHF

The Company has received subordinated loan of USD 1000000 from Vontobel Holding with

scheduled maturity date on October 29 2015 The interest is based at rate of Libor 1%
per annum The years interest expense amounts to USD 3047 CHF 2840



Note Net capital requirements

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

Rule Rule 5c3-1 which requires the maintenance of minimum net capital and that the ratio of

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

ber 31 2010 the Company had net capital as defined of USD 988800 of which USD 875918

was in excess of its required net capital as defined of USD 12882.The Companys net capi

tal ratio as defined was 1.71 to

Note Financial instruments with off balance sheet risks

In the normal course of business the Company executes as agent transactions on behalf of

customers If the agency transactions do not settle because failure to perrorm by either the

customer or the counterparty the Company may be required to discharge the obligation of the

nonperforming party and as result may incur loss if the fair value of the security is differ

ent from the contract amounts of the transaction The Company does not anticipate non

performance by customers or counterparties in the above situations However the Companys

policy is to monitor its market exposure and counterparty risk



SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2010

Net Capital USD

Shareholders equity 1351880

Liabilities subordinated to claims of general creditors 1000000

Less non-allowable assets and deductions and charges

Non-allowable assets

Cash and cash equivalents 1102577

Accrued earnings 6282
Accounts receivable 146857

Net capital before haircuts 1096164

Less haircuts on foreign currency assets 107364

Net capital 988800

Computation of basic net capital requirement

Aggregate indebtedness

Bank overdraft 332

Accrued expenses 1692226

Liability for taxes 678

Total aggregate indebtedness 1693236

Minimum net capital required greater of USD 100000 or

2/3 of aggregate indebtedness 112882

Excess net capital 875918

Ratio of aggregate indebtedness to net capital
1.71 to

The Company has classified USD 1102577 of its cash balance at the Bank as non-allow

able because this cash is not used to settle operational liabilitites

There were no material differences between the above computation of net capital and the

computation included in the Companys unaudited Forms X-17A-5 Part II Focus report

as of December 31 2010

The accompanying notes are an integral part of these financial statements



SCHEDULE II

STATEMENT REGARDING Rule 15c3-3

AS OF DECEMBER 31 2010

The Company is exempt from the provisions of Rule 5c3-3 of the Securities Exchange

Act of 1934 in accordance with Section ii of that rule

The accompanying notes are an integral part of these financial statements
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Independent auditors report on internal control required by

Sec rule 17a-5g1

To the Board of Directors and Stockholders of

VONTOBEL SECURITIES AG ZURICH

In planning and performing our audit of the financial statements of Vontobel Securities AG the

Company as of and for the year ended December 31 2010 on which we issued our report dated

February 25 2011 and such report expressed an unqualified opinion on those financial

statements in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting internal control

as basis for designing our auditing procedures for the purpose of expressing our opinion on the

financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission the SEC we
have made 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 7a-5g in making the periodic computations of aggregate indebtedness and net

capital under Rule 17a-3a1l and for determining compliance with the exemptive provisions of

Rule 5c3-3 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 making the quarterly securities examinations counts verifications and

comparisons and the recordation of differences required by Rule 7a-1 or in 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

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives

of the practices and procedures listed in the preceding paragraph

Wirtschaftsprüfung Steuerberatung Consulting Corporate Finance

Member of Deloitte Touche Tohmatsu
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Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements will

not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and 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 material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2010 to meet the SECs objectives
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This report is intended solely for the information and use of the Board of Directors management

the SEC Financial Industry Regulatory Authority FINRA and other regulatory agencies that rely

on Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered

broker-dealers and is not intended to be and should not be used by anyone other than these

specified parties

Deloitte AG

nsed Audit Expert Licensed Aud xpert

Auditor in Charge

Zurich February 25 2011

RSC/SSC/fsp


